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ANNUAL  REPORT  OF  THE  HEALTH  SERVICE  SYSTEM  1958  -  1959 


The  Health  Service  System,  established  in  March  1937  by  Charter  Amendment, 
has  been  in  full  operation  since  October  1938.   Its  constitutionality  and  the 
legality  of  its  oompulsory  membership  have  been  established  in  the  courts.   Throughout 
the  years  there  has  been  a  consistent  pattern  of  progressive  change  in  the  System  with 
improvement  in  benefits  for  members  and  their  families,  and  necessary  changes  in 
contribution  rates  to  meet  the  increasing  costs  of  medical  services. 

The  original  Plan  providing  for  payment  by  the  System  for  its  members  for 
services  by  doctors,  laboratories,  and  hospitals  was  implemented,  commencing  in  1947, 
by  the  addition  of  three  Alternate  Plans  of  medical  care,  so  that  at  the  present  time 
the  Health  Service  System  provides:   Plan  I,  its  own  Medical-Hospital  Plan;  Plan  II, 
the  Kaiser  Foundation  Health  Plan;  Plan  III,  the  Ray  E.  Harris,  M.  D.  and  Staff  Plan; 
and  Plan  IV,  the  Boe  Medical  Group. 

The  approval  of  Charter  Amendment  Proposition  "K"  by  the  electorate  of 
San  Francisco  on  November  5,  1957,  and  its  ratification  on  February  5,  1958,  placed 
in  operation  those  changes  in  the  Health  Service  System  which  were  the  outgrowth  of 
the  efforts  of  the  Committee  to  Improve  the  Health  Service  System  and  the  studies  of 
the  1956  Committee  to  Investigate  the  Health  Service  System  appointed  by  your  Honor, 
and  the  continued  efforts  of  a  group  of  City  employees  and  Employee  Organizations 
dedicated  to  providing  the  active  and  retired  employee  of  San  Francisco  and  his 
dependents  with  a  sound  and  oomprehensive  Plan  of  medical  and  hospital  benefits,  and 
thus  provide  them  with  protection  against  those  exigencies  which  can  befall  anyone 
at  any  time  due  to  illness  and  injury. 

As  presented  in  our  Annual  Report  to  your  Honor  covering  the  fiscal  year 
1957-58,  the  new  Health  Service  Board  under  the  revised  Charter  provisions  took 
office  in  1958,  and  immediately  directed  its  attention  to  broad  policy  matters 
dealing  with  the  reorganization  of  the  System  and  with  the  benefits  of  the  various 
Plans  and  their  respective  rate  structures. 

It  may  be  stated  without  equivocation  that  the  diligent  attention  of  the 
new  Health  Service  Board  to  the  major  tasks  with  which  it  was  presented  upon  taking 
office  in  February  1958  has  led  to  more  constructive  and  more  sweeping  changes  in 
the  System  during  the  past  fiscal  year  than  in  any  year  since  the  inception  of  the 
Health  Service  System  in  1938.  The  Health  Service  Board  has  never  swerved  from  its 
initially  announce'd  intention  of  "recognizing  its  primary  purpose  of  drafting  a 
Mtdical  and  Hospital  Plan  for  City  employees  equal  to  and  better  than  anything 
offered  in  private  industry." 

In  this  Annual  Report  covering  the  fiscal  year  1958-59,  these  two  broad 
phases  of  Health  Service  System  improvements  are  presented  separately  below  along 
with  suggestions  and  recommendations  vrith   respect  to  future  activities  of  the 
department. 
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THE  HEALTH  SERVICE  BOARD 

The  new  Health  Service  Board  which  took  office  in  February  1958  continued 
into  the  present  fiscal  year  with  Mr.  Daniel  Mattrocce  as  President*  The  members 
of  the  Health  Service  Board:  Mr.  William  J.  Braun,  Deputy  City  Attorney,  repre- 
senting Mr.  Dion  R.  Holm,  the  City  Attorney;  Donald  M.  Campbell,  M.  D»,  practicing 
physioian  and  surgeon,  Past  President  of  the  San  Francisco  Medical  Society,  ap- 
pointed by  your  Honor;  Mr.  Harold  S.  Dobbs,  attorney,  business  executive  and 
Supervisor,  Chairman  of  the  Finance  Committee  of  the  Board  of  Supervisors; 
Mr.  Daniel  Mattrocce,  employee  member,  Past  President  of  the  Health  Service  Board* 
Supervisor  of  Wage  Scales  and  Classifications,  Civil  Service  Commission,  and  more 
recently  Secretary  of  the  San  Francisco  Retirement  System;  Mr.  Donald  J.  McCook, 
Insurance  Official,  West  Coast  Manager  of  the  Group  Division  of  the  Aetna  Life 
Insurance  Company,  appointed  by  your  Honor;  Mr.  Henry  L.  McKenzie,  employee  member, 
Past  President  of  the  Health  Service  Board,  member  of  the  Executive  Committee  of 
the  Civil  Service  Association,  Past  Secretary  of  the  Per  Diem  Men's  Association 
and  member  of  Teamsters  Union  Local  216,  AF  of  L;  Mr.  Thomas  P.  O'Sullivan,  employee 
member  of  the  San  Francisco  Fire  Department,  a  member  of  the  Health  Service  Board 
since  1957,  Director  of  the  San  Francisco  Fire  Fighters  Local  798,  San  Francisco 
Fire  Department,  Delegate  to  San  Francisco  Labor  Council,  Delegate  to  State  Fed- 
eration of  Labor  and  to  Union  Labor  Party. 

On  February  10,  1959,  on  the  occasion  of  Mr.  Harold  S.  Dobbs'  leaving 
the  Health  Service  Board  to  accept  the  change  of  appointment  from  Chairman  of  the 
Finance  Committee  to  President  of  the  Board  of  Supervisors,  the  Health  Service  Board 
unanimously  adopted  a  resolution  thanking  Mr.  Dobbs  for  his  energy,  support,  and 
sound  guidance  in  the  reformation  and  rehabilitation  of  the  Health  Service  System. 

The  Board  welcomed  Mrs.  Clarissa  S»  McMahon,  the  new  Chairman  of  the 
Finance  Committee  of  the  Board  of  Supervisors  at  its  next  meeting  in  April  1959. 
Since  that  time  Mrs.  McMahon  has  continued  to  give  to  the  System  unstintingly  of 
her  wisdom  and  experience  in  matters  of  finance  as  well  as  all  other  matters  coming 
before  the  Board. 

May  1959  saw  the  first  election  of  an  employee  member  under  the  provisions 
of  the  Charter  revision  of  November  5,  1957.  The  incumbent,  Mr.  Henry  L.  McKenzie, 
was  defeated  by  Mr.  George  Cuniffe,  a  former  member  of  past  Health  Service  Boards. 
To  Mr.  McKenzie  at  his  last  meeting  on  the  Board,  was  extended  a  resolution 
congratulating  and  thanking  him  for  his  sincere  and  continued  efforts  throughout 
his  membership  in  the  Board  for  the  welfare  and  interests  of  all  members  of  the 
Health  Service  System. 

REORGANIZATION  OF  HEALTH  SERVICE  SYSTEM  WORK  PROCEDURES 

As  pointed  out  in  our  last  Annual  Report  to  your  Honor,  the  Health  Servioe 
Board,  shortly  after  taking  office,  requested  through  the  Controller  a  survey  of 
Health  Service  System  work  procedures.   The  firm  of  Cecchi  and  Scheibner  was  engaged 
to  make  this  study,  and  this  firm's  report  covering  the  System's  accounting  pro- 
cedures and  organization,  was  completed  in  June  1958  and  adopted  by  the  Health 
Service  Board  at  its  meeting  of  June  26,  1958. 
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NEW  TABLE  OF  ORGANIZATION 

During  the  past  fiscal  year  the  recommendations  of  the  Cecchi  and  Scheibner 
report  have  been  placed  in  effect.  The  Table  of  Organization  proposed  was  immediately 
put  into  effect.   The  changes  necessarily  have  been  time-consuming,  since  review- 
was  required  by  the  Civil  Service  Commission  and  new  positions  had  to  be  requested 
and  approved  by  the  Health  Service  Board,  created  by  necessary  appropriation 
ordinances  of  the  Board  of  Supervisors  and  then  given  final  approval  by  your  Honor. 

The  new  position  of  Chief  of  Staff  was  classified  by  the  Civil  Service 
Commission  as  a  B-14  Senior  Accountant  and  the  position  filled  on  November  1,  1959. 
It  is  noteworthy  that  for  the  first  time  in  the  history  of  the  System,  a  City 
department  expending  over  |2,000,000.  a  year,  its  personnel  now  includes  a  high-level 
acoountant.   Further  organization  changes  included  the  addition  of  a  B-4  Accountant  I 
in  November  1958.  After  review  by  the  Civil  Service  Commission,  a  new  position  of 
Claims  Supervisor  was  created  and  an  open  examination  held  to  fill  the  position. 
There  was  a  relatively  large  group  of  applicants.   The  new  Claims  Supervisor  ap- 
pointed from  this  list  came  to  the  Health  Service  System  on  February  1,  1959.  It 
again  may  be  emphasized  that  for  the  first  time  in  the  history  of  the  System  our 
Claims  section,  handling  some  6,000  or  more  claims  per  month,  is  now  headed  by  a 
Claims  Supervisor  specifically  trained  in  this  field. 

MEMBERSHIP  AND  IBM  TABULATING  SECTIONS 

During  the  past  fiscal  year,  our  reorganization  has  also  extended  to  our 
IBM  Tabulating  Section.   It  was  only  through  the  cooperation  of  the  City  Purchaser 
and  the  Central  Tabulating  Division  of  his  office  that  we  were  able  to  meet  the 
load  with  which  we  were  faced  commencing  in  the  early  part  of  the  last  fiscal  year. 
At  that  time  a  review  was  instituted  as  to  whether  it  would  be  advantageous  and 
would  constitute  a  saving  to  the  City  to  have  our  machine  operations  in  the  offices 
of  our  Tabulating  and  statistical  work  performed  elsewhere,  perhaps  by  contract 
through  the  Central  Tabulating  Division  of  the  office  of  the  City  Purchaser.  However, 
after  very  careful  study,  it  was  deemed  advisable  to  continue  all  IBM  procedures  in 
the  offices  of  the  Health  Service  System.   This  meant  a  thorough  survey  of  new  methods 
and  procedures  required  to  bring  order  in  the  office,  and  a  study  to  determine  the 
personnel  necessary  to  carry  out  these  new  methods  and  procedures.   The  position  of 
IBM  Supervisor  was  reclassified  to  Senior  IBM  Tabulating  Machine  Operator,  and  a 
request  was  made  for  a  full  staff  of  two  IBM  Tabulating  Machine  operators  and  two 
IBM  key  punch  operators.  One  IBM  Tabulating  Machine  operator  was  placed  on 
detached  service  in  the  Payroll  Division  of  the  Controller's  Office,  with  specific 
duties  relative  to  Health  Service  System  work.   The  new  Senior  IBM  Tabulating  Machine 
Operator  came  to  the  Health  Service  System  to  take  charge  of  the  Section  on  May  1,  1959 

Further  important  changes  in  procedure  have  been  instituted  apace  with  the 
personnel  changes  described  above. 

First  and  foremost  was  a  complete  revision  of  our  Membership  and  Payroll 
procedures,  made  necessary  by  reason  of  the  Charter  changes  relative  to  the  City's 
contribution.  Commencing  in  January  1959,  the  Controller  assisted  the  Health  Service 
System  in  placing  in  operation  an  entirely  new  IBM  procedure  relative  to  Membership. 
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This  program  has  reached  full  operation  only  during  the  past  two  to  three  months. 
These  changes  are  reflected  in  improved  membership  control,  increased  and  better 
oontrol  of  revenue,  more  accurate  recording  of  membership,  and,  of  course,  as  a 
corollary,  the  more  accurate  auditing  and  accounting  of  medical  claim  payments  by 
reason  thereof. 

The  Health  Service  System  also  inaugurated  a  new  policy  for  the  benefit  of 
its  members  during  the  sign-up  period  of  January  and  February  1959.  Changes  in 
procedure  were  instituted  with  the  adoption  of  the  new  enrollment  form  to  allow 
members  to  join  the  Plan  of  their  choice  and  add  their  dependents  without  the 
neoessity  of  coming  to  the  Health  Service  System  offices.  This  was  of  particular 
importance  to  our  older  members  and  retired  persons,  who  had  difficulty  in  making 
the  trip  to  the  office,  and  to  active  employee  members,  who  vere  inconvenienced  by 
having  to  leave  their  work.  Further,  the  crowding  of  the  Health  Service  System  office 
during  noon  hours,  the  heavy  work  load  on  the  staff,  the  last-day  trip  for  sign-up — 
all  these  inconveniences  were  eliminated. 

The  change  in  enrollment  procedure  was  coordinated  with  a  change  in  the 
Rules  and  Regulations,  whereby  membership  of  new  employees  was  made  effective  on  the 
first  day  of  the  first  pay  period  after  starting  work. 

The  Board  further  revised  its  Rules  relative  to  Limited  Tenure  employees, 
making  membership  or  request  for  exemption  mandatory  for  all  Limited  Tenure  employees 
who  are  members  of  the  Retirement  System;  thus  bringing  the  Health  Service  System 
Rules  and  Regulations  in  conformity  with  the  Charter. 

Membership  of  Veterans  lifting  their  exemption  was  facilitated  by 
eliminating  the  necessity  of  a  preliminary  physical  examination  and  possible  limitation 
of  benefits;  thus  providing  for  Veterans  lifting  their  exemptions  the  same  benefits 
and  rights  granted  other  employees  who  lift  their  exemption. 

Our  payments  to  the  Alternate  Plans  are  now  being  made  on  a  current  basis 
by  reason  of  these  improved  Membership  and  Tabulating  procedures.  Our  payments  to 
the  Equitable  Life  Assurance  Society  of  the  United  States  for  Major  Medical  insurance 
for  Plan  I  are  also  being  made  on  a  current  basis  thereby. 

The  next  two  months  should  see  the  backlog  of  work  in  the  Membership  section 
cleared  up  with  the  extra  personnel  which  have  been  recently  authorized  by  your  Honor, 
after  approval  by  the  Health  Service  Board  and  by  the  Board  of  Supervisors.  This 
backlog  of  work  was  not  unexpected,  in  view  of  the  radical  revision  of  all  procedures 
in  all  of  these  respective  departments. 

CLAIMS  SECTION 

During  the  past  fiscal  year,  very  close  control  of  auditing  procedures  in 
the  payment  of  medical  claims  has  been  maintained.  The  complete  cooperation  of  the 
San  Francisco  Medical  Society  through  its  Insurance  Committee,  and  the  physicians 
of  San  Francisco,  has  resulted  in  a  tremendous  improvement  in  the  quality  of  medical 
billing,  so  that  claims  may  now  be  promptly  and  carefully  evaluated.  It  has  been 
evident  that  the  Health  Service  System  methods  of  handling  claims  have  been  antiquated 
and  in  need  of  revision  in  terms  of  present-day  office  management  procedures. 
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Therefore,  with  the  cooperation  and  assistance  of  the  Controller,  a  review  was  made 
of  various  types  of  claims -handling  procedures  and  an  entirely  new  procedure  developed* 
As  a  result  of  this  study,  the  Health  Service  Board,  at  its  meeting  of  November  20, 
1958,  adopted  a  resolution  to  provide  funds  for  the  purchase  of  the  necessary  new 
equipment  for  our  Claims  Section.  After  careful  review  by  your  Administrative 
Assistant  and  the  Finance  Committee  of  the  Board  of  Supervisors,  this  request  for 
funds  received  final  approval  by  the  Board  of  Supervisors  on  February  18,  1959  and 
was  authorized  by  your  Honor.  There  has  been  delay  in  providing  this  equipment, 
both  by  reason  of  routine  City  purchasing  procedure,  publication  of  bids  and  request 
for  review,  and  also,  lastly,  by  reason  of  the  failure  of  delivery  due  to  the  recent 
Teamsters'  strike.   The  Health  Service  System  can  report  that  this  equipment  has  now 
been  delivered  to  our  offices  in  the  Auditorium  and  will  be  installed  within  a  few 
days  of  the  date  of  this  report.  The  new  procedures  for  the  handling  of  claims 
utilizing  this  equipment  should  be  in  operation  within  ninety  days.  These  new  pro- 
cedures should  result  in  a  decrease  in  the  work  load  of  the  individual  employee, 
an  increase  in  the  efficiency  of  the  operation  of  the  System,  and  a  consequent  saving 
to  the  System  by  allowing  the  utilization  of  at  least  one  person  from  the  Claims 
Section  in  necessary  Health  Service  System  work  in  other  sections. 

With  reference  to  the  work  of  the  Claims  Section,  it  should  also  be  pointed 
out  that  commencing  January  1,  1959,  the  Claims  Section  added  to  its  functions  the 
processing  of  claims  for  Major  Medical  insurance.   This  added  duty  the  Claims  Section 
was  able  to  perform  without  the  addition  of  more  personnel.   The  payment  of  Major 
Medical  claims  has  been  most  satisfactory,  both  in  our  own  office  experience  and  also 
in  the  cooperation  afforded  by  the  Equitable  Life  Assurance  Society  of  the  United 
States  through  its  San  Francisco  office.  Claims  presented  to  the  Equitable  Society 
are  handled  promptly,  and  payment  to  our  member  is  usually  made  within  24  to  48  hours. 
The  volume  of  our  claims  expenditures  in  Major  Medical  insurance  is  reflected  in  the 
attached  statistical  information;  an  average  of  45  claims  per  month  are  presently 
being  processed. 

REVISION  OF  THE  PLANS 
MEDICAL-HOSPITAL  BENEFITS 

Immediately  upon  taking  office  in  February  1958  the  new  Health  Service 
Board  entered  in  discussion  with  many  departments  of  the  City  government  and  found 
that  there  was  a  great  universal  interest  in  "Major  Medical"  or  what  is  sometimes 
called  "Catastrophic  Insurance"  to  supplement  the  Basic  Benefits  already  provided 
for  City  employees.   The  Board  further  received  numerous  suggestions  as  to  liberali- 
zation of  its  Basic  Benefits  in  Plan  I. 

A  thorough  actuarial  review  of  Plan  I  was  undertaken  by  a  leading  firm  of 
actuaries,  Johnson  and  Higgins  of  California,  who  worked  concurrently  with  the  firm 
of  Cecchi  and  Scheibner  (see  above)  so  that  the  work  of  both  would  not  conflict.  The 
actuaries  reported  that  a  deficit  of  $65,000.  existing  as  of  July,  1957,  would 
probably  be  completely  liquidated  by  July,  1958,  and  hence,  no  assessment  would  be 
necessary  to  meet  a  possible  deficit  prior  to  July  1,  1958,  the  date  on  which  the 
City's  contribution  to  the  System  would  begin.  It  may  be  noted  that  this  opinion  of 
our  actuaries  has  been  confirmed.  A  recent  audit  requested  of  Mr.  Harry  D«  Ross, 
Controller  of  the  City  and  County  of  San  Francisco,  and  made  by  Cecchi  and  Scheibner, 
indicates  a  surplus  of  approximately  $41,000.  as  of  June  30,  1958. 
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Pursuant  to  the  provisions  of  Section  172.1.4.,  the  Health  Service  Board  held 
a  Public  Hearing  on  September  4,  1958  at  8:00  P.  M.  in  the  Chambers  of  the  Board  of 
Supervisors,  relative  to  improving  its  Hospital  and  Medical  Benefits  in  Plan  I.   The 
Board  presented  at  the  Public  Hearing  four  plans  of  Basic  Benefits  to  go  along  with 
a  plan  of  Major  Medical  Insurance  which  was  under  consideration.   These  plans,  out- 
lined in  the  release  of  August  20,  1958  (appended),  included  the  existing  Plan  I  and 
drafts  of  three  other  plans  of  Basic  Benefits.   The  Major  Medical  Insurance  was 
outlined  to  supplement  eaoh  of  these  proposals  along  with  the  estimated  costs.   In 
addition,  the  Board  also  presented  at  the  Public  Hearing  the  changes  in  Plan  II  whioh 
had  been  proposed  by  the  Kaiser  Foundation  Health  Plan  and  which  had  been  approved 
by  the  Health  Service  Board  at  its  regular  meeting  of  July  3,  1958. 

Following  the  Public  Hearing  of  September  4,  1958,  the  liberalized  Basic 
Benefits  portion  of  Plan  I  was  adopted  by  the  Health  Service  Board  at  its  regular 
meeting  of  September  18,  1958  and  the  Major  Medical  portion  of  Plan  I  was  adopted  by 
the  Board  at  its  regular  meeting  of  October  2,  1958. 

Request  for  bids  for  Major  Medical  insurance  for  Plan  I  members  was 
published  in  the  San  Francisco  press  in  accordance  with  City  purchasing  procedure. 
The  bids  were  received  at  a  Special  Meeting  of  the  Health  Service  Board  November  3, 
1958,  thirty  days  after  publication.   The  Board  at  its  regular  meeting  November  6, 
1958,  accepted  the  offer  of  the  Equitable  Life  Assurance  Society  of  the  United  States 
on  the  basis  of  the  following  considerations:   (l)  lowest  initial  premium;  active 
and  retired  employee  $1.51;  spouse  $1.64;  child  or  children  $0.48;  (2)  very  favorable 
retention  estimate;  (3)  company  size  and  assets;  (4)  San  Francisco  service  facilities; 
and  (5)  length  of  contract  guarantee  (until  July  1,  1960  as  compared  to  a  12  months' 
guarantee  by  other  bidders). 

The  changes  in  Plan  I  Basic  Benefits  (increase  in  fees  for  office,  home 
and  hospital  calls,  addition  of  x-ray  and  radium  therapy  for  malignancy  and  other 
changes )  and  the  provisions  of  the  Major  Medical  insurance  as  well  as  the  change  of 
benefits  of  the  Alternate  Plans  and  the  respective  contribution  rates  all  are 
summarized  in  the  Summary  of  Health  Service  System  Plans  attached,  which  was  dis- 
tributed in  January  1959  to  our  approximately  20,000  members. 

The  revised  Plan  I  was  submitted  with  revision  of  Plan  II  first  to  the 
Retirement  Board  for  initial  action  end.  then  to  the  Board  of  Supervisors  for  its 
action  along  with  the  changes  of  contribution  rates  for  all  Plans  pursuant  to  the 
provisions  of  Section  172.1  of  the  Charter  as  amended  November  5,  1957. 

The  matter  was  heard  first  by  the  Committee  on  Public  Health  and  Welfare 
consisting  of  Dr.  Charles  A.  Ertola,  Mr.  Alfonso  J.  Zirpoli  and  Mr.  James  J.  Sullivan, 
at  Public  Hearing  on  October  16,  1958.  A  continuance  was  granted  by  the  Committee 
thereafter  to  allow  employee  groups  to  study  the  proposals.  Subsequent  public  hearings 
were  held  by  the  Committee  on  October  30  and  November  13,  1958.  The  proposals  and 
necessary  ordinances  were  then  forwarded  to  the  full  Board  of  Supervisors  by  the 
Committee  on  Public  Health  and  Yfelfare  with  a  "Do  Pass"  recommendation. 

On  November  24,  1958  the  Board  of  Supervisors  approved  the  proposed  changes 
for  second  reading  by  unanimous  vote  of  11  to  0.  Voting  in  favor  of  the  measure  were 
Supervisors:  Mr.  William  C   Blake,  Mr.  Joseph  M.  Casey,  Mr.  Harold  S.  Dobbs, 
Dr.  Charles  A.  Ertola,  Mr.  John  J.  Ferdon,  Mr.  James  Leo  Halley,  Mr.  Francis  McCarty, 
Mrs.  Clarissa  S»  McMahon,  Mr.  Henry  R.  Rolph,  Mr.  James  J.  Sullivan  and 
Mr.  Alfonso  J.  Zirpoli.   On  December  1,  1958  the  Board  of  Supervisors  gave  final 
approval  again  by  unanimous  vote  of  the  members  present. 
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The  wisdom  of  the  Board  and  the  importance  to  our  members  of  providing  these 
benefits  on  January  1,  1959  rather  than  waiting  until  the  beginning  of  the  next  fiscal 
year,  July  lj  1959,  is  emphasized  by  the  fact  that  during  the  first  six  months  of 
operation  approximately  143  persons  received  Major  Medical  benefits  in  a  total  amount 
of  $65,474.96;  money  which  was  payable  for  services  over  and  above  any  Basic  Benefits 
of  Plan  I,  past  or  present.  As  of  the  date  of  this  Annual  Report,  over  $100,000.  has 
been  paid  in  such  claims;  again  it  may  be  stressed  that  this  represents  money  whioh 
otherwise  would  have  had  to  have  been  paid  by  our  members.  That  one  payment  for  one 
person  amounted  to  $2547.22  is  evidence  enough  of  the  importance  of  Major  Medical 
insurance  to  our  members  when  catastrophe  befalls. 

The  Board  next  addressed  itself  to  a  study  of  changes  and  improvements  in 
the  System  for  the  next  fiscal  year,  July  1,  1959  through  June  30,  1960. 

On  January  29,  1959  a  Public  Hearing  was  held  by  the  Health  Service  Board 
in  the  Chambers  of  the  Board  of  Supervisors  in  accordance  with  Charter  provisions* 
Employees  and  employee  organizations  were  present  and  made  suggestions  for  the  im- 
provement of  Plan  I.  All  of  these  suggestions  were  given  careful  consideration  by  the 
Board  and  preliminary  investigation  by  the  Board's  actuary,  Johnson  and  Higgins  of 
California.   The  Board  studied  critically  each  proposal,  along  with  its  estimated  cost, 
and  then  chose  those  suggestions  which  were  consid*red  most  immediately  important  to 
the  membership  of  Plan  I.   The  Board's  decision  was  dictated  not  only  by  the  anticipate 
cost  of  each  benefit  change  on  an  actuarial  basis,  but  also  by  the  necessity  of 
maintaining  the  soundness  of  the  System  during  the  coming  fiscal  year.  On  April  29, 
1959  the  Board  approved  the  further  revisions  of  the  benefits  and  the  contribution 
rate  structure  for  the  coming  fiscal  year  1959-60  as  outlined  below. 

By  reason  of  the  City's  added  contribution  during  the  fiscal  year  July  1, 
1959  through  June  30,  1960,  the  Health  Service  Board  was  able  to  adopt  changes 
liberalizing  the  Basic  Benefits  of  Plan  I  and  at  the  same  time  reduce  the  member's 
contribution  rate  in  Plan  I  from  $6.60  to  $5.84  per  month.  The  rate  for  the  member 
and  spouse  will  be  reduced  from  $15.24  to  $14.48  per  month,  and  the  family  rate  from 
$19.10  to  $18.34  per  month. 

Action  on  these  changes  was  deferred  by  the  Committee  on  Public  Health  and 
Welfare  pending  further  actuarial  studies.   Therefore,  again  on  August  18,  1959  the 
Health  Service  Board  considered  the  changes  of  benefits  and  adopted  new  contribution 
rates  to  be  effective  October  1,  1959.  These  were  then  again  forwarded  to  the  Board 
of  Supervisors. 

Most  important  of  the  adopted  changes  in  Plan  I  benefits  was  the  removal  of 
the  so-called  "one-year  rule"  covering  the  care  of  dependents.  This  rule,  in 
existenoe  for  many  years ,  limited  the  dependent  member  to  treatment  for  only  one  year 
beginning  with  the  first  date  of  service,  and  absolutely  prohibited  payment  for  any 
further  treatment  for  the  condition  after  the  one  year  period.  This  restrictive  rule 
represented  one  of  the  chief  causes  of  dissatisfaction  and  dissension  among  members  of 
the  System  during  the  past  many  years*   By  the  Board's  present  action,  dependent 
members  will  now  be  provided  with  the  same  benefits  as  active  and  retired  employees. 

The  Board  further  removed  the  restriction  for  the  treatment  of  conditions 
of  dependents  pre-existing  their  membership  in  the  System;  another  major  cause  of 
dissatisfaction  among  members  for  many  years.  Now  all  pre-existing  conditions  of 
present  dependent  members  of  Plan  I  will  automatically  be  covered  for  full  benefits, 
and  dependents  will  be  admitted  to  Plan  I  in  the  future  without  medical  examination 
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(formerly  required  at  the  member's  own  expense)  if  the  new  City  employee  makes  ap- 
plication for  his  dependents'  membership  within  a  time  limit  following  the  date  of 
his  employment. 

Recognizing  the  importance  of  providing  members  with  adequate  reimbursement 
for  surgical  servioes,  the  Health  Service  Board  studied  its  present  Surgical  Fee 
Schedule  and  changed  from  its  present  schedule  with  a  $300  maximum  to  a  $400  Surgical 
Fee  Schedule  based  on  the  Relative  Value  Study  sponsored  by  the  California  Medical 
Association,  and  presently  in  use  by  numerous  insurance  companies  throughout  Calif ornia< 

The  other  improved  benefits  adopted  by  the  Board  for  Plan  I  members  included 
a  broadening  of  the  age  requirements  of  minor  dependents,  by  lowering  the  age  at 
admission  from  one  year  to  fourteen  days,  thus  allowing  Basic  Medical  Benefits  for 
infants  (already  covered  by  present  Plan  I  Major  Medical  insurance).   It  further 
broadened  dependent  age  requirement's  of  minor  dependents  by  increasing  the  age  limit 
from  19  to  23  years.  This  meets  the  numerous  requests  received  by  the  Board  in  the 
past  that  benefits  be  provided  for  this  age  group  of  dependents  from  19  to  23  years 
of  age  who  may  still  be  in  school  or  college  and  thus  still  require  financial 
assistance  from  their  parents.   These  changes  in  age  requirements  for  minor  dependents 
are  in  line  with  the  widening  concepts  being  adopted  in  Health  Insurance  Plans 
throughout  the  country  today. 

Lastly,  the  Board  approved  the  elimination  of  two  long-standing  restrictions 
of  benefits:   (1  )  the  exclusion  from  hospital  benefits  for  patients  requiring  care 
in  isolation  hospitals  for  contagious  communicable  diseases,  and  (2)  the  requirement 
that  a  minor  dependent  member  must  have  been  a  member  of  Plan  I  for  one  year  before 
the  System  could  provide  payment  for  the  removal  of  tonsils  and  adenoids.   These  two 
long-standing  limitations  again  were  the  cause  of  much  dissension  and  dissatisfaction 
among  members  in  the  past. 

In  summary,  the  Health  Service  Board  has  adopted  the  following  changes  in 
its  Basic  Medical  and  Hospital  Benefits: 

(1)  provided  for  treatment  of  pre-existing  conditions  of  dependents; 

(2)  eliminated  the  rule  restricting  treatment  of  dependents  to  one  year  for  any 
condition,  illness,  or  injury; 

(3)  changed  the  Surgical  Fee  Schedule  from  a  .#300  to  a  $400  schedule  based  on  the 
California  Medical  Association's  study; 

(4)  broaden  the  age  requirements  for  minor  dependent  members  from  one  year  down  to 
fourteen  days  and  from  19  years  up  to  23  years  of  age; 

(5)  removed  the  one-year  membership  rule  for  tonsillectomy  of  minor  dependents,  and 

(6)  provided  for  hospital  benefits  for  communicable  diseases. 

PLAN  II. 
KAISER  FOUNDATION  HEALTH  PLAN 

The  Board  also  adopted  changes  in  the  contribution  rates  of  Plan  II  members 
which  will  allow  for  a  reduction  by  reason  of  the  City's  added  payments  for  the  coming 
fiscal  year.   The  present  monthly  contribution  rate  of  $7.00  for  active  and  retired 
employee  members  of  Plan  II  will  be  reduced  to  $6.40. 


. 


The  changes  in  benefits  for  Plan  II  members  which  were  adopted  include: 

(1)  an  increase  in  the  allowance  for  out-of-area  coverage  from  $250  to  $500; 

(2)  dental  x-rays  which  had  been  given  members  enrolled  prior  to  January  1,  1954 
will  no  longer  be  provided. 

The  monthly  contribution  rates  for  Plan  II  members  as  now  adopted  by  the 
Health  Service  Board  will  be:   active  and  retired  employees,  $6.40;  employee  and 
one  dependent,  $13.32;  employee  and  two  or  more  dependents  (family  rate)  $17.70. 

PLAN  III  PLAN  IV 

RAY  E.  HARRIS,  M.  D.  &  STAFF  BOE  MEDICAL  GROUP 

The  Health  Service  Board  further  adopted  changes  in  the  monthly  contrib- 
ution rates  for  members  of  Plan  III  (Ray  E.  Harris,  i.I.  D.  and  Staff)  and  Plan  IV 
(Boe  Medical  Group)  which  represented  a  small  increase  in  the  rate  for  active  and 
retired  employees.   This  increase  was  made  necessary  by  the  continuing  marked  rise 
in  overall  medical  costs  during  recent  years.   It  should  be  noted  that  there  has 
been  no  increase  in  contribution  rates  for  Plan  III  and  Plan  IV  members  for  several 
years. 

For  Plan  III  members  (Ray  E.  Harris,  M.  D.  and  Staff),  a  change  in  hospital 
benefits  was  approved  which  will  grant  21  days  hospitalization  at  the  minimum  ward 
rate  in  full  up  to  $22.00  per  day  and  an  allowance  for  anesthesia  and-or  anesthetist 
in  full  up  to  $25.00  during  hospital  service  period. 

The  new  monthly  contribution  rates  for  Plan  III  members  will  be  as  folloivs: 
active  and  retired  employees  $5.92;  spouse  $5.52;  employee  and  spouse  $11.44;  minor 
dependent  $4.10;  employee  and  minor  dependent  $10.02;  family  rate  $15.30. 

The  new  monthly  contribution  rates  for  Plan  IV  members  will  be  as  follows: 
active  and  retired  employees  $5.88;  spouse  $5.50;  employee  and  spouse  $11.38;  minor 
dependent  $4.06;  employee  and  minor  dependent  $9.94;  family  rate  $15.24. 

STATISTICAL 

NEW  MONTHLY  CONTRIBUTION  RATES  EFFECTIVE  OCTOBER  1,  1959 

Plan  I     Plan  II  Plan  III    Plan  IV 

Employee  or  Retired  Member          $5.84      $6.40  $5.92      $5.88 

Employee  and  Spouse                14.48      13.32  11.44      11.38 

Family  Rate                       18.34      17.70  15.30      15.24 

STATISTICAL  COMPARISON  OF  MEMBERSHIP 

Plan  I 

Plan  II 

Plan  III 

Plan  IV 

TOTALS 


1956-57 

1957-58 

1958-59 

20,211 

20,265 

19,347 

12,000 

13,579 

16,086 

375 

398 

605 

1,532 

1,435 

1,528 

34,118 

35,677 

37,566 
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The  above  changes  in  benefits  and  rates  for  the  four  Plans  were  submitted 
to  the  Retirement  Board,  to  the  Board  of  Supervisors'  Committee  on  Public  Health  and 
Welfare,  and  finally  to  the  full  Board  of  Supervisors  for  approval  in  accordance 
with  the  provisions  of  Section  172.1  of  the  Charter  of  the  City  and  County  of 
San  Francisco.   The  entire  revised  benefits  and  rates  received  final  approval  by  the 
Board  of  Supervisors  on  September  8,  1959,  and  will  become  effective  October  1,  1959. 

AUDIT 

An  audit  of  the  System  as  of  June  30,  1958  has  been  completed  by  Cecchi 
and  Scheibner  under  the  direction  of  the  Controller,  Mr.  Harry  D«  Ross.  The  report 
on  this  audit  will  be  forwarded  to  your  Honor  to  be  made  a  part  of  this  Annual  Report 
upon  its  receipt. 

ACTUARIAL  SURVEY 

An  Actuarial  Survey  of  the  Health  Service  System  for  the  fiscal  year 
1958-59  has  been  submitted  by  Johnson  and  Higgins  of  California,  and  has  been 
adopted  by  the  Health  Service  Board  at  its  regular  meeting  of  September  8,  1959. 
This  report  is  appended  herewith  as  a  part  of  this  Annual  Report. 

CONCLUSION 

The  Health  Service  Board  is  presently  engaged  in  the  study  of  the  benefits 
of  its  various  plans  preparatory  to  presenting  these  to  our  membership  at  its 
Public  Hearing  in  January  I960.   These  changes  all  reflect  new,  sound,  and  reasonable 
benefits.   The  financial  structure  of  the  System  must  be  reviewed  at  that  time  and 
rates  of  contribution  adopted  which  will  reflect  our  past  experience  and  the  benefits 
to  be  added. 

The  reorganization  changes  in  the  Health  Service  System  which  were 
initiated  during  the  past  fiscal  year  must  continue.  Numerous  administrative  problems 
remain  to  be  met  and  will  be  resolved.   The  Classification  Survey  by  the  Civil 
Service  Commission  which  is  presently  in  progress  will  be  of  the  utmost  importance 
to  the  Health  Service  System  at  this  time  in  particular. 

In  conclusion,  the  past  fiscal  year  1958-59  has  seen  major  advances  in  all 
phases  of  the  Health  Service  System.   The  obliteration  of  the  deficit  which  existed 
as  of  June  30,  1957  to  become  a  surplus  of  approximately  $41,000.  as  of  June  30,  1958, 
reflects  careful  administration.   There  exists  today  a  sense  of  unity  between  the 
Health  Service  Board  and  its  four  Plans  of  medical  care  which  was  frequently  lacking 
in  the  past.   Representatives  of  the  San  Francisco  Medical  Society  and  of  the 
San  Francisco  Hospital  Conference,  as  well  as  numerous  individual  physicians,  have 
expressed  their  appreciation  and  satisfaction  with  the  changes  in  Plan  I  which  have 
been  put  into  operation  by  the  Board.   The  cooperation  between  members  of  these 
Societies  and  the  Health  Service  System  has  been  excellent. 

The  date  on  which  the  above  benefit  changes  in  Plan  I  are  put  into  effect 
will  mark  the  removal  of  several  of  the  most  serious  causes  of  dissatisfaction  and 
dissension  among  members  of  the  Health  Service  System  for  many  years. 
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Finally,  the  four  Plans  available  in  the  Health  Service  System  now  provide 
active  and  retired  employees  of  the  City  and  County  of  San  Francisco  and  of  the 
San  Francisco  Unified  School  District  with  a  wide  choice  of  benefits  for  themselves 
and  their  families— with  premium  rates  within  the  financial  means  of  members  of  the 
System. 

WALTER  E.  HOOK,  M.  D. 
Ifedioal  Director 
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MAJOR  MEDICAL  CLAIMS 


Month 

No. 

of 

Amount 

Claim  Paid 

Claims 

Puid 

Average 

March   1959 

8 

$6,903.54 

*362.94 

April 

34 

17,825.08 

524.27 

May 

52 

21,445.21 

412.41 

June 

49 

19,301.13 

393.24 

July 

56 

19,928.76 

355.87 

August 

57 

15,323.76 

264.20 

TOTALS 

256 

$100,727.48 

$393.46 
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1959-1960 

This  Report  is  missing. 
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ANNUAL  REPORT  OF  THE  HEALTH  SERVICE  SYSTEM 

1960-1961 

This  Report  is  missing. 
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The  Health  Sendee  Systea  waa  eetabliehed  in  Marsh  1>37  toy  Charter 
and  bu  been  In  full  operation  since  October  1933.  The  conetitut^  onelity  and 
legality  of  compulsory  setmberehip  has  been  established  In  the  oourte.  Inroujhout 
the  years  there  haa  been  a  consistent  pattern  of  pro  ressive  change  In  the  System 
with  iaprovements  in  benefit*  for  nembers  ant  their  dependants,  and  necessary  ehangee 
in  contribution  rates  to  meet  the  inereaaing  costs  of  endical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for  ite 
members  for  services  by  doators,  laboratories,  and  hospitals ♦   Conwonoing  in  19U7 

tiaa  the  Health  Service  System  providaai  Flan  I,  its  own  Sdlcftl-Hoepltal  Flanj 
Flan  II,  the  Kaieer  Health  FoundaUon  Plani  Flan  III,  the  Hay  g.  Harris,  M.  D.  and 
Staff  Plani  and  Flan  IV,  the  Bay  ttsdioal  Jroup  Plan. 

Charter  Amendment  Proposition  »  i   •  waa  ajsnuead  on  ^oveatte?  5,  1937  by  the 
electorate  and  ratified  on  February  $,  1>58.  This  placed  in  operation  ehangee  in 
the  Health  Service  Syatan  which  ware  the  outgrowth  oi'  the  af forts  of  the  Caanlttee 
to  Improve  the  Health  Servioe  Syatan  and  the  1?>6  Committee  to  Investigate  the 
iealth  Service  Syeten  appointed  by  your  Honor,  and  the  continued  af  forts  of  City 
eaaloyeea  and  Baployee  Organisations  dedicated  to  providing  the  active  and  retired 
eaployeae  of  San  Franoiaco  and  their  dependents  with  a  eoef&reheneive  aa  wall  aa 
aaund  Plan  of  aadieal  and  hospital  baneflta.  These  benafita  provided  than  with 
protection  against  exigencies  which  can  befall  anyone  at  any  tine  due  to  illness 
and  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  Charter  provi- 
aiona  imraediatsly  directed  its  attention  to  poliey  snttara  dealing  with  the 
re-organisation  of  the  System  and  with  the  benefits  of  the  various  Plans  and  their 
rate  structure. 

Again  in  i,eve?d>er  l?6l  Proposition  'F*  waa  submitted  to  the  people  and  waa 
passed  by  a  substantial  vote.  Thia  proposition  provided  for  the  City  and  County 
of  San  Franoiaoo  to  abeorb  the  administrative  expense  of  the  Health  Servioe  Syatan 
which  waa  f  oraarly  paid  by  enployeee  and  their  dependante.  In  addition  thereto, 
the  additional  aoet  of  coverage  of  retired  aesjbera  waa  defrayed  by  the  City.  Thia 
feature  is  unique  in  health  coverage,  whereby  the  retired  member  pays  the  sans 
amount  as  the  active  working  member  although  hla  casta  are  actuarially  computed  at 
three  or  four  times  aa  mush. 

MMeMM  MHXbI  Mitt 

The  present  Health  Servioe  Board  ia  made  of  the  following!  :**.  j-rancia  J. 
Collins,  employs*  member,  Department  of  Public  Works,  serving  aa  President i 
ir.  Donald  J.  MeCook,  insuranee  Official,  West  Coast  Manager  of  the  Group  Division 
af  the  Aetna  Ufe  Insurance  company)  Nr.  Donald  J.  aribaldi,  Deputy  City  Attorney, 
rsproeontiag  Mr.  Thoiae  M.  .' Connor,  City  Attorney t  Donald  M.  Campbell,  M.  D», 
practicing  phyaieien  and  surgeon,  Faat  President  of  the  Baa  Franoiaoo  Msdleal  Society, 
appalntad  by  your  Honor,  as  waa  Mr.  MoCookt   *.  tarold  S.  Dobba,  Chairman  of  the 
Finance  Cotesittee  of  the  Board  of  Supervisors)  Mr.  George  W.  Cuniffe,  a  former 
nanbar  of  past  Health  Servioe  Boards*  nn  employee  member  of  the  Department  of 
Pnblie  Healths  Mr.  Thoaaa  W.  MoOrath,  Union  executive  and  buaiaass  agent,  representing 
the  Cardan's  Onion  Local  1330  AFL,  an  employee  of  the  Municipal  Railway. 
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The  Health  Service  Board  continues  to  survey  the  need*  for  the  System  end 
so  through  *  surrey  requested  of  the  Controller.   The  financial  records 
have  been  audited  each  fiscal  year,  the  last  audit  being  performed  by  the  Controller1 s 
General  Audit  staff  which  was  collate  and  rendered  to  the  Health  Service  Board  and 
the  Executive  Director  in  record  time.  Revised  tables  of  organization  have  been 
prepared  showing  the  positions  authorised  and  new  positions  required,  mainly  due  to 
the  increased  volume  of  medical  claims  and  the  strict  cost  accounting  required  by 
Preposition  "F«  passed  in  the  November  7,  1961  election. 


The  3ystea  is  contiguously  making  progress  under  the  new  regime  and  has  been 
paying  medical  bills  waekly  since  October  1>60.  The  Hsdleel  Adviser,  Dr.  James  T. 
Fitsgerald  has  been  diligently  reviewing  olaias  and  the  Board  is  well  pleased  with 
Br«  Fitagerald's  appointment,  claims  continue  heavy  not  only  as  to  amounts,  but  as 
to  the  volume  handled.  Kith  seme  thousand  or  norm  warrants  being  sent  out  weekly, 
the  filing  situation  is  Decerning  cumbersom.  Each  processor  is  responsible  for 
processing  claims  assigned  by  the  Claims  Supervisor  and  the  filing  is  being  accom- 
plished by  temporary  help.  It  is  contemplated  that  a  full  time  file  clerk  is 
desirable  to  do  this  work  and  only  then  can  some  one  be  properly  trained  for  this 
phase  of  the  -vjdical  claims  work* 

apgaaaip  and  tabdiatxho  Division 

There  has  been  a  complete  reorganisation  of  the  aemberehip  section  due  to 
changes  in  personnel  necessitated  by  the  promotion  of  some  and  others  leaving  City 
service.  The  membership  division  has  been  revamped  with  the  assistance  of  the 
Controller,  due  to  the  Electronic  Data  Process       rail  now  being  installed* 
Certain  phases  of  the  work  is  being  streamlined  for  the  forthcoming  "IDF"  program* 

The  Executive  Director  and  Head  Accountant  have  taken  the  four  month 
indoctrination  program  in  "SDP*  and  at  present  tea  Principal  Tabulating  Machine 
Operator  is  assigned  to  this  program  on  a  full  time  basis.  His  position  has  been 
filled  on  a  temporary  basis  pending  his  return. 

The  Health  Service  Board  hae  completely  rewritten  the  Rules  and  Regulations 
of  the  lealth  Service  System,  copy  of  which  is  being  mads  an  official  part  of  this 
report.  3i;jn-ups  or  the  opportunity  to  change  froa  one  plan  of  the  System  to  another, 
has  been  made  more  lenient.  Two  sign-ops  are  allowed  at  present  under  the  new  rules, 
one  in  Hay  and  one  in  November,  replacing  the  prior  sign-up  in  September  only.  The 
exemptions  have  been  completely  changed  in  the  new  Hules  and  Peculations,  making  them 
mere  realistic  than  in  the  past.  A  cer  le  of  insurance  carriers  is  being 

maintained  in  the  office  of  the  System,  maalog  it  easier  for  the  Board  to  pass  on 
exemption  than  in  the  past.  The  Executive  Director  has  been  given  more  authority  to 
act  for  the  Board  en  administrative  matters  and  the  Health  Service  Board  is  concerned 
now  with  only  natters  of  policy. 

The  Tabulating  and  IBM  Division  has  been  reorganised  due  to  the  entrance  of 
the  iyatem  into  the  •8BP*  pregran  and  all  records  are  being  maintained  in  the  offices 
of  the  System  where  formerly  they  were  divided  between  the  system  and  the  Controller's 
Payroll  Section.   This  has  resulted  in  the  elimination  of  one  deck  of  cards  (soms 
20,000  IBM  cards)  which  has  spsedsd  up  the  work  of  the  System  and  will  continue  until 
the  ultimate  peak  when  "SDP"  takes  over  the  IBM  phase  of  the  work. 
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CLAI?6  Pr/ISIUM 

Thar*  exists  a  very  clots  control  in  the  clal.iv  division  which  has  proven 
beneficial  in  tha  processing  and  payment  of  aadical  claims.  A  vary  definite  improve- 
ment has  b«en  iade  in  tha  paat  year  in  the  evaluation  of  medical  claims.  The  cloaa 
cooperation  with  the  San  Francisco  .Medical  Society,  the  £qui table  Life  Assurance 
Society,  our  ajor  edical  carrier,  has  made  the  System' «  job  easier  and  the  quality 
of  aadical  billing  has  definitoly  improved. 

4ajor  todical  payments  have  continued  to  be  substantial  and  more  members  and 
their  dependents  have  written  to  the  Board  and  the  System  expressing  their  thanks  for 
the  prompt  payment  of  such  claims  and  for  the  3oard's  foroai  .htednees  in  obtaining 
catastrophic  covers  a  for  members  and  dependents. 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  January 
1^62»  Members,  organizations  and  .^eoplc  can  present  their  views,  com.nents 

or  complaints  at  this  ->iblic  hearing.  Raprasantatlves  from  the  alternate  plans  were 
present,  the  System's  actuary  presented  his  statistics  and  the  ''resident  of  the  Health 
Service  Hoard  reviewed  the  year's  activity.  The  Executive  Director  and  Medical  Advisor 
were  in  attendance  to  answer  any  questions  relative  to  the  cooperation  of  the  System* 

A  mere  handful  of  people  arneired  at  tha  Board  of  Supervisors  chambers  on 
January  9,   1?62  for  the  public  hearing.  Employee  organisations  thanked  the  Board  for 
the  efficient  operation  of  the  System  and  the  progress  made  in  the  oast  year.  Tha 
Board  was  asked  to  hold  down  costs  if  possible  and  not  increase  contribution  rates. 
The  passaje  of  "ropositlon  "r,B  i  the  November  l?6l  election  inuic  ted  that  tha  rates 
would  probably  be  reduced  due  to  the  City  taking  over  more  of  the  costs.  However,  this 
was  not  a  certainty  as  the  rates  for  the  ensuing  fiscal  year  had  not  been  discussed 
or  set. 

Au_ 

As  previously  pointed  out,  the  audit  of  tha  System  was  ,'Hsrformed  by  tha 
Controller's  general  audit  staff.       The  report  was  collate  and  was  rendered  to  the 
Board  and  to  the  Executive  Director  in  record  ti.ie.     In  the  past  the  audit  was  delayed 
some  six  months  and  it  has  been  the  Board's  policy  to  request  that  the  Controller 
perform  the  audit  for  each  fiscal  year.      The  Controller's  staff,  actively  en^ed 
in  tha  "SO?"  proaram,  will  perform  the  audit  for  l?6l-l?62,   if  sufficient  personnel 
are  available,  such  fact  to  be  determined  by  the  Controller. 

ACTUARIAL  ST  «.  x 

An  actuarial  study  is  made  each  fiscal  year  by  Johnson  and  Biggins  of  California 
and  is  reviewed  by  tile  Health  Service  3oard  prior  to  its  adoption  and  the  Board's 
reeoRiendations  for  psyiasnt  of  such  contractual  work.      The  actuarial  report  for  the 
year  l?6l-l?62  has  been  sent  to  your  Honor  for  review. 
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That  there  be  a  closer  cooperation  between  the  Health  Service  System  and  other  city 
departments  as  requested  in  prior  reports.  This  is  particularly  noted  so  that  closer 
cooperation  will  be  forthcoming  among  timekeepers  in  various  departments,  notices  should 
be  given  the  System  when  employees  go  on  leave  without  pay,  sick  leave,  resign  or  are 
suspended.  It  makes  it  difficult  to  obtain  money  from  members  when  they  are  away  from  the 
Job  and  particularly  employees  of  the  San  Francisco  Unified  School  District  who  go  on 
maternity  leave  and  never  return  to  work.  It  is  months  after  they  leave  on  maternity 
leave,  child  care  leave,  etc.,  that  the  System  is  notified  by  the  'lnutes  of  the  Board  of 
Education.  This  money  is  lost  to  the  Health  Service  System  unless  ws  can  obtain  the  money 
from  them  prior  to  withdrawal  of  their  retirement  allowances.  Suggest  a  representative 
from  the  Mayor's  Of  ice,  the  Chief  Administrative  Officer's  representative  and  one  or  more 
from  the  San  Francisco  Unified  School  District  sit  down  with  the  membership  division  of 
the  Health  Service  System  and  work  out  formal  details  as  to  handling  problems* 

STATISTICS 

The  Health  Service  System  has  * lived  within  its  original  budget1  with  the  following 
exception t 

Revenues  estimated  for  the  fiscal  year  were  exceeded  by  some  ,500,000  due  to 
the  increase  in  members  not  anticipated  when  the  budget  was  prepared  some  eight  months 
earlier  and  due  to  the  fact  the  contribution  rates  were  estimated  on  too  low  a  basis* 
This  money  was  appropriated  to  pay  the  claims  for  the  increased  members,  their  dependents 
and  for  the  additional  claims  paid  out  in  this  fiscal  year. 

COUCUJSIOM 

Payments  for  the  year  1961-1962  for  medical  claims  were  approximately  CU,  000, 000. 
Plan  I  (our  own  plan)  payments  were  $1,900,000  for  basic  benefits  and  $600,000  for  major 
medical  premiums.  Ian  II  (Kaiser  Foundation  Health  °lan)  received  $1,520,000  and  the 
other  two  plans  (Plan  III  Ray  E.  Harris  and  Staff  and  Plan  17  day  fedioal  Group)  received 
$65,000  and  $72,000  respectively.  The  System  takes  in  over  5150,000  per  year  in  direct 
payments  over  the  counter*  This  is  mainly  for  resigned  members  and  their  families  and 
for  retired  members  who  are  unable  to  pay  throujh  payroll  deduction.  Our  subrogation 
refunds  are  in  excess  of  $15*000  per  year,  representing  monies  recovered  ;>y  the  Health 
Service  System  where  other  medical  coverage  exists*  This  is  only  for  Plan  I  basic  plan 
as  the  Jajor  Medieal  insurance  cannot  legally  be  subrogated. 

The  adoption  of  the  Jacobs  survey  by  the  Civil  Service  Commission  has  added  con- 
siderable work  to  our  records  in  that  all  U5»000  IBM  cards  must  be  changed  to  record  new 
classifications.  This  is  further  hampered  by  the  fact  that  it  is  partly  a  manual  opera- 
tion and  partly  an  IBM  operation.  Not  all  positions  have  been  reclassified  and  with  one 
deck  of  cards  to  change  (U5,000)  multiplied  by  three  decks,  considerable  overtime  monies 
have  been  used  since  July  1,  1962. 

All  alternate  plan  payments  have  been  made  for  the  fiscal  year  1961-1962. 
However,  we  are  still  paying  Plan  I  basic  benefit  bills  as  medical  bills  incurred  by 
members  and  their  dependents  in  June  1962  are  not  sent  in  until  July  or  August* 

Finally,  the  four  plans  available  in  the  Health  Service  System  now  provide  active 
and  retired  employees  of  the  City  and  County  of  San  Francisco  and  of  the  San  Francisco 
Unified  School  District  with  a  wide  choice  of  benefits  for  themselves  and  their  families, 
with  premiums  within  the  financial  means  of  members  of  the  System. 

Respectfully  submitted, 

LYL:,  J.  P8QMK& 
3-13-62  MBBCUTIVa;  DIRaCTGB 
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The  Health  Service  System  *ao  established  in  March  1977  by  Charter  Amend- 
■eat,  and  has  been  In  full  operation  since  October  195B«  The  constitutionality 
and  legality  of  compulsory  membership  has  been  established  In  the  courts. 
Throughout  the  years  there  has  been  a  consistent  pattern  of  progres  ive  change 
la  the  Systea  with  improvements  la  benefits  for  aeabers  and  their  dependents, 
sad  necessary  changes  In  contribution  rates  to  meet  the  Increasing  costs  of 
medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for 
its  Bombers  for  services  by  doctors,  laboratories,  and  hospitals.   Commencing 
la  19%?  three  additional  Alternate  » laas  of  medical  care  were  added  so  that  at 
the  present  tine  the  Health  Lervioe  system  provides:  ilan  1,  its  own  Kedlcal- 
fiospival  riant  ^lan  II,  the  -ai»«r  Health  touadation         an  III,  the 
hay  £•  Harris,  h.O.  sad  taff  .lent  aad  Han  IV,  the  Bay  Medical       Ian. 

Charter  Amendment  proposition  *  K  '  was  approved  on  1 ;,ovtaber  3*  1977  hy 
the  electorate  aad  ratified  on  February  5,  195c.         ced  In  operation 
changes  la  the  Health  -  ervi.ee  Systea  which  were  the  outgrowth  of  the  efforts 
of  the  Committee  to  Improve  the  Health  Service  System  and  the  1936  Committee 
to  Investigate  the  Health  Service  Systea  appointed  by  your  Honor,  and  the  con- 
tinued efforts  of  City  employees  and  Unployee  organisations  dedicated  to  prov- 
iding the  active  and  retired  employeea  of  San  rancieco  and  their  dependents 
with  a  ssmprchensive  as  well  aa  sound  *lan  of  medical  and  hospital  benefits. 
These)  benefits  provided  them  with  protection  against  exigencies  which  can  be- 
fall snyone  st  say  time  dee  to  illaeas  and/or  injury. 

The  Health  service  Board  that  took  office  under  the  revised  Charter  ^revi- 
sions immediately  directed  its  attention  to  policy  matters  dealing  with  the 
re-organization  of  the  Systea  and  with  the  benefits  of  the  various  Plans  and 
their  rate  structure. 

Again  in  November  1961  Proposition  T'  waa  submitted  to  the  people  aad 
was  passed  by  a  substantial  vote.  This  proposition  provided  for  the  City  aad 
County  of  San  Francisco  to  absorb  the  administrative  expense  of  the  Health 
Service  System  which  was  formerly  paid  by  employees  and  their  dependents.  In 
addition  thereto,  the  additional  eeet  of  coverage  of  retired  members  was 
defrayed  by  the  City.  This  feature  is  unique  in  health  coverage,  whereby  the 
retired  member  pays  the  same  amount  as  the  active  working  member  although  his 
costs  are  actuarially  computed  at  three  or  four  times  as  much. 


THE  HEALTH  SSHVI. 

The  present  Health  Service  Hoard  is  composed  of  the  following: 

for.  Francis  J.  Collins,  employee  masher,  liepartment  of  Public  orka, 
serving  as  President;  Mr.  Donald  J.  McCook,  lasw        icial, 
west  Coast  Manager  of  the  Group  Livisioa  of  the  Aetna  Life  Insurance 
;  Kr.  ixmald  J,   Garibaldi,  ifeputy  City  Attorney,  representing 
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practicing  physician  and  surgeon,  appointed  by  your  Honor,  as 
was  IT.  '  oCookt  >ba,  Chaij-aan  of  the  Finance 

Coraittee  of  the  Board  of  Cvporrlaors;  udffe,  a 

femer  m«nter  of    est  Health  rervtco  Board*,  an  employee  member 

I  'Vpartment  of  Public  Haalth;     tfr.  Thomas  tf.  McGrath, 
Union  executive  and  buainaaa  agent,  representing  the  Carman1* 
Union  Local  lj80  ATI,  an  employee  of  the  runicii al   ,ailway. 
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the  Health  Service  Board  continues  to  survey  the  needs  for  the  system  and 
loae  so  through  a  surrey  requested  af  the  Oaatmllor.  The  financial  re- 
heve  boon  audited  asoh  tiacal  year,  the  last  audit  being  parforaed  by 
the)  Controller'a  General  Audit  ataff  which  was  completed  and  rendered  to  the 
Health  Service  Board  aad  the  xecutive  Lirector  ia  record  time.  Revised  tables 
of  organization  have  been  prepared  showing  the  positions  authorised  aad  new 
positions  required,  xainly  due  to  the  increased  volume  of  medical  claims  and 
the  strict  coat  accounting  required  by  Proposition  HF"  passed  in  the  November 
1  election. 

The  system  ia  continuously  making  progress  under  the  now  regime  sad  ham 
boom  paying  aedieal  bills  weakly  since  October  19ft),  The  Medical  Advisor* 
Jr.  Jamos  T.  ritsgerald,  has  been  diligently  reviewing  claims  aad  the  Beard 
ia  wall  plsssed  with  Or,  magersld's  appointment.  Claisa  ceatia»e  heavy  not 
only  sa  to  amounts,  but  aa  to  the  volume  handled*  With  some  thousand  or  more 
warrants  being  seat  out  weekly,  the  filing  situation  ia  b coaming  cumbersome, 
is  ras  onsibie  for  processing  claims  assigned  by  the  claims 
the  filing  is  being  accomplished  by  tsmpaa  uj  help.  It  ia  cam- 
toaplated  that  a  full  time  file  clerk  is  desirable  to  do  thia  mark  and  only 
then  earn  someone  be  properly  trained  for  this  phaae  of  the  aedieal  claims  work. 

.  .  .       ..       -  ,  ...i. 

There  haa  bean  a  complete  reorganisation  of  the  membership  amotion  due  to 
(ihangas  in  personnel  neceeeltated  by  the  prone t Ion  of  some  and  others  leaving 
City  service.  The  membership  division  haa  been  revamped  with  the  assistance 
of  the  Controller,  da*  to  the  ileetronic  Data  Processing  program  now  being  in- 
stalled, certain  phases  of  the  work  are  being  streamlined  fer  the  forthcoming 
"Bf"  program. 

The  i  aoeutive  director  and  Bead  Accountant  have  taken  the  four  ■month  in- 
doetrinatioiv  program  ia  "£»?«  and  at  present  the  Prinsipal  Tabulating  Machine 
Operator  is  son1gnod  to  thia  program  oa  a  full  time  basis.  Hie  position  haa 
beam  filled  oa  a  temporary  basis  pending  his  return. 


The  Health  Service  Beard  has  completely  rewritten  the  Rules  and  Regulations 
of  the  Health  Service  tystea,  copy  of  which  is  being  made  an  official  part  of 
thia  report.  Siga-ups  or  the  opportunity  to  chsnge  from  one  plan  of  the  System 
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to  another,  ha*  bees  made  more  lenient*  Two  sign-upa  are  allowed  at 
aaaer  tho  now  rulas,  on*  in  May  *»<!  «*•  1*  Mevember,  replacing  too  prior 
sign-up  ia  September  only.  ime  exemption*  have  beea  completely  changed  la 
tho  new  dules  aad  Bmgulatioas,  aoklag  them  more  realistic  than  ia  tho  past* 
A  complete  file  of  iaomranoo  serriera  io  being  maintained  in  tho  office  of 
tho  yatem,  making  it  oaaioar  for  tho  Board  to  paos  oa  exemption  than  in  tho 
past*  Tho  aaeeutive  liirootar  haa  boon  given  aoro  authority  to  not  for  tho 
Board  on  administrative  matters  and  tho  Hsalth  -orvi.ee  Board  ia  concerned 
now  with  only  aattero  cf  policy* 


Tho  Tabulating  aad  IBM  Dlwiaiaa  haa  boon  reorganised  duo  to  tho  entrance 
of  tho  ayatoa  into  tho  "aDf"*  program  and  all  r  cords  ore  being  maintained  ia 
the  offices  of  the  .yatoa  whore  fcraerly  they  were  divided  between  the 
System  and  the  Controller**  Payroll  Section*  This  has  resulted  in  the  elim- 
ination of  one  deck  of  cards  (soae  20,000  1W.   cards)  which  has  speeded  up  the 
work  of  the  System  and  will  continue  until  the  ultimate  peak  when  "POP"  takes 
over  the  IBM  phase  of  the  work* 
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There  exists  a  very  close  control  in  the  elalss  division  which  has 
proven  beneficial  in  the  processing  and  payment  of  medical  claims.  A  very  de- 
finite improvement  haa  been  made  In  the  past  year  in  the  evaluation  of  medical 
claims*  The  close  cooperation  with  the  San  Francisco  Medical  i>eeiety,  the 
Equitable  Life  Assurance  :  ociety,  our  hajor  Medical  carrier,  has  made  the 
System' e  Job  easier  aad  the  quality  of  medical  billing  has  definitely  improved* 

Major  Medical  payments  have  continued  to  be  substantial  and  more  members 
and  their  ejendents  have  written  to  the  Board  and  the  System  expressing  their 
thanks  for  the  prompt  payment  of  such  claims  aad  for  the  Board's  foresightet- 
ness  in  obtaining  catastrophic  coverage  for  members  and  dependents* 

WBLIC  IKABBW 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  ia  January 
1963*  Members,  organisations  and  Interested  people  can  preseat  their  views, 
comments  or  complaints  at  this  public  hearing*  Representatives  from  the  alter- 
nate plane  were  present,  the  System's  actuary  presented  hia  statistics  and  the 
President  of  the  Health  .  erviee  Board  reviewed  the  year's  activity*  The 
executive  director  aad  .  edical  Advisor  were  ia  attendance  to  answer  say  crea- 
tions relative  to  the  cooperation  of  the  .  yetew. 

A  mere  handful  of  people  appeared  at  the  Board  of  Supervisors  chambers  on 
Jasaary  6,  1963  lor  the  public  hearing*  mmploye*  organise tics*  thanked  the 
Board  far  the  efficient  operation  of  the  System  aad  the  progress  made  la  the 
past  year*  las  Beard  was  asked  to  hold  dowa  coats  if  possible  aad  not  increase 
contribution  rates*  The  passage  sf  Jfropemitioa  "I"  la  the  November  1961  elec- 
tion indicated  that  the  ratee  would  probably  be  reduced  due  to  the  City  taking 
over  more  of  the  costs* 
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As  previously  pointed  out,  ths  audit  of  the  System  «u  performed  by  th« 
Controller**  general  audit  staff.   the  report  wan  complete  and  was  rendered 
to  tho  Board  and  to  the  xecutive  Director  in  record  tine.   In  the  past  the 
audit  was  delayed  sose  six  Months  and  it  has  been  the  Doard'a  policy  to  re- 
quest that  the  Controller  perform  the  audit  for  cecn  fiscal  year.   The 
Controller's  staff,  actively  cngagta  in  the  "EDr"  program  will  parfora  the 
sudit  for  19o2-1965,  if  sufficient  personnel  is  available,  su«h  fact  to  be 
determined  tor  the  Controller. 
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An  actuarial  study  is  oade  each  fiscal  year  by  Johnson  and  "lggina  of 
California  and  is  reviewed  by  the  Health  Service  Board  prior  to  its  adoption 
and  the  Board* s  reeontesdstions  for  payment  of  such  contractual  work.  The 
actuarial  report  for  the  year  1962-1963  has  been  sent  to  your  Honor  for  re- 
view* 
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That  there  be  a  closer  cooperation  between  the  Health  Service  System  sad 
other  City  departments  as  requested  in  prior  reports*   This  is  particularly 
noted  so  that  closer  cooperation  will  be  forthcoming  among  timekeepers  in 
various  departments,      lees  should  be  given  the  System  when  employees  go 
oa  leave  without  pay,  sick  leave,  resign  or  are  suspended*  It  makes  it  diffi- 
cult to  obtain  money  from  members  when  they  are  away  from  the  Job  and  parti- 
cularly employees  of  the  "van  Francisco  th  col  District  who  go  on 
maternity  leave  and  never  return  to  work.  It  is  months  after  they  leave  on 
maternity  leave,  child  care  leave,  etc.,  that  the  Systes  is  notified  by  the 
Minutes  of  the  Board  of  ducatioa.  This  money  is  lost  to  the  Health  -  ervice 
System  unless  we  can  obtain  the  money  from  them  prior  to  withdrawal  of  their 
retirement  allowances.  Suggest  a  representative  from  the  ttayor's  ffios,  the 
Chief  Administrative  Cf fleer's  representative  and  one  or  mere  from  the  San 
Francisco  Unified  School  District  sit  down  with  ths  membership  division  of  the 
Health  Service  system  and  work  out  formal  details  ss  to  handling  problems. 


Ths  Health  Service  System  has  "lived  within  lta  original  budget"  with  the 
following  exceptions 

Revenues  estimated  for  the  fiscal  year  were  exceeded  by  some  % 300,000  das 
to  an  increase  in  members  not  anticipated  when  the  budget  was  prepared  some 
sight  months  prior  and  also  due  to  the  fast  that  the  contribution  rates  were 
estimated  at  too-low  a  basis.  The  increase  and  influx  in  limited  tenure  per- 
soanel  who  become  eligible  for  benefits  under  the  Systsa  has  greatly  increased 
the  asmbsrship  rolls.  Ths  additional  realised  revenue  was  made  available  by 
the  Controller  for  the  payment  of  medical  claims  and  all  clairao  incurred  is  the 
fiscal  year  will  be  paid  out  of  moneys  available  during  and  at  the  dose  of  the 
fiscal  year. 
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Payoente  for  the  year  1962-1963  for  aedical  ciaiae  apjroxiaated  **,300,000, 
Finn  I  (our  ovr.  plan)  payments  vara  £1,300,000  for  baaic  benefit*  and  1800,000 
for  major  medical  preaiusa.  Plan  II,  alaer  foundation  Health  Plan,  received 
51(571*000  and  the  other  two  plans  (Plan  III,  -ay  K#  Harris,  M#D.  and  .itaff) 
and  Plan  IV,  Bay  edieal  Group,  received  $78,000  and  ;C2,000  respectively.  The 
Cyatea  receives  more  than  ? 155 ,000  per  year  la  direct  paymenta  over-the-counter* 
Thia  ie  mainly  for  resigned  membere  and  their  faailies  and  for  retired  members 
aha  are  unable  to  pay  through  payroll  deductions.  Subrogation  refunds  approxi- 
aate  118,000  per  year,  represent lag  moncya  recovered  by  th*  Cyatea  Hhare  ether 
medical  coverage  exieta.  Thia  ia  only  for  Plan  I,  baaic  plan,  an  the  Major 
Medical  iiwuruuee  caaaot  legally  ho  eubrogated. 

.  of  the  altercate  pittas  \  Laui  II  *  .\aiser  -  Visa  III  harria  i  Ian  - 
Plan  17  Uay  medical  iroup  and  equitable  Life  Aasuraase  Society,  Major  Medical 
carrier,  have  been  paid  for  the  fiscal  year  1962-1963.  <e  are,  however,  still 
paying  rial  X  baaic  benefit  claine  as  aany  are  Incurred  in  May  or  June  and  will 
not  be  billed  until  July  or  later. 

Finally,  the  four  plans  available  in  the  health  ex-vice  System  now  provide 
active  and  retired  ampleyeem  of  the  City  and  Ooaaty  of  San  franeiseo  and  ef  the 
San  Franc ieco  Unified  chool  -iavrict  with  a  wide  eaoice  of  beuefita  for  tuem- 
selves  and  their  families  with  prmsiuaa  within  the  financial  aaaas  of  members 
of  the  .-yetaa. 


keepeet fully  suhsitted, 


j.  o'oomr&LL 
■■aVXfl  BOQBRta 


August  1,  1963 


ANNUAL  REPjRT  OF  THE  HEALTH  SF  'VICE  SYSTEM  1963-196U 
_ — 

The  Health  Service  System  was  established  in  March  1937  by  Charter  Amend- 
ment, and  has  been  in  full  operation  since  October  1938,  The  constitutionality 
and  legality  of  compulsory  membership  has  been  established  in  the  courts. 
Throughout  the  years  there  has  been  a  consistent  pattern  of  progressive  change 
in  the  System  with  improvements  in  benefits  for  members  and  their  dependents, 
and  necessary  changes  in  contribution  rates  to  meet  the  increasing  costs  of 
medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for 
its  members  for  services  by  doctors,  laboratories,  and  hospitals.  Commencing 
in  19li7  three  additional  Alternate  Plans  of  medical  care  were  added  so  that  at 
the  present  time  the  Health  Service  System  provides:  Plan  I,  its  own  Medical- 
Hospital  .  ianj  Plan  II,  the  Kaiser  Health  Foundation  Planj  Plan  III,  the 
Ray  E.  Harris,  M.D.  and  Staff  Planj  and  Plan  IV,  the  Bay  Medical  Group  Plan. 

Charter  Amendment  Proposition  ,v:'  was  approved  on  November  5,  1937 'by 
the  electorate  and  ratified  on  February  5,  1956.  This  places  in  operation 
changes  in  the  Health  Service  System  which  were  the  outgrowth  of  the  efforts 
of  the  Committee  to  Improve  the  Health  Service  System  and  the  1956  Committee 
to  Investigate  the  Health  Service  System  appointed  by  His  Honor,  the  Mayor, 
and  the  continued  efforts  of  City  employees  and  Employee  Organizations  dedicated 
to  providing  the  active  and  retired  employees  of  San  Francisco  and  their  depen- 
dents with  a  comprehensive  as  well  as  sound  Plan  of  medical  and  hospital  benefits. 
These  benefits  provided  them  with  protection  against  exigencies  which  can  befall 
anyone  at  any  time  due  to  illness  and/or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  Charter  provi- 
sions immediately  directed  its  attention  to  policy  matters  dealing  with  the 
re-organization  of  the  System  and  with  the  benefits  of  the  various  Plane,  and 
their  rate  structure. 

Again  in  November  1961  Proposition  'F'  was  submitted  to  the  people  and 
was  passed  by  a  substantial  vote.  This  proposition  provided  for  the  City  and 
County  of  San  Francisco  to  absorb  the  administrative  expense  of  the  Health 
Service  System  which  was  formerly  paid  by  employees  and  their  dependents.  In 
addition  thereto,  the  additional  cost  of  coverage  of  re" tired  members  .was  defrayed 
by  the  City.  This  feature  is  unique  in  health  coverage,  whereby  the  retired  mem- 
ber pays  the  same  amount  as  the  active  working  member  although  his  costs  are 
actuarially  computed  at  three  or  four  times  as  much. 

THE  HEALTH  SERVICE  BOARD 

The  present  Health  Service  Board  is  composed  of  the  following: 

Mr.  Francis  J.  Collins,  employee  member,  Department  of  Public  Works, 
serving  as  President;  Mr.  Donald  J.  McCook,  Insurance  Official, 
West  Coast  Manager  of  the  Group  Division  of  the  Aetna  Life  Insurance 
-Company;  Mr.  Donald  J.  Garibaldi,  Deputy  City  Attorney,  representing 
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Mr.  Thomas  M.  O'Connor,  City  Attorney:  Abraham  Bernstein,  M.D., 
practicing  physician  and  surgeon,  appointed  by  the  Mayor,  as 
was  Mr.  McCook;  Mr.  Joseph  E.  Tinney,  Chairman  of  the  Finance 
Committee  of  the  Board  of  Supervisors;  fir.  Oeorge  W.  Cuniffe,  a 
former  member  of  past  Health  Service  Boards,  as  employee  member 
of  the  Department  of  Public  Healthj  Mr.  Thomas  W.  McGrath, 
Union  executive  and  business  agent,  representing  the  Carmen's 
Union  Local  1380  AFL,  an  employee  of  the  Municipal  Railway. 

REORGANIZATION 

The  Health  Service  Board  oontinues  to  survey  the  needs  for  the  System  and 
has  done  so  through  a  survey  requested  of  the  Controller.  The  financial  re- 
cords have  been  audited  each  fiscal  year,  the  last  audit  being  performed  by 
the  Controller's  "reneral  Audit  staff  which  was  completed  and  rendered  to  the 
Health  Service  3oard  and  the  Executive  Director  in  record  time.  Revised  tables 
of  organization  have  been  prepared  showing  the  positions  authorized  and  new 
positions  required,  mainly  due  to  the  increased  volume  of  medical  claims  and 
the  strict  cost  accounting  required  by  Proposition  "F"  passed  in  the  November 
7,  1961  election. 

The  System  is  continuously  making  progress  under  the  new  regime  and  has 
been  paying  medical  bills  weekly  since  October  i960.  The  Medical  Advisor, 
Dr.  James  T.  Fitzgerald,  has  been  diligently  reviewing  claims  and  the  Board 
is  well  pleased  with  ur,   Fitzgerald's  appointment.  Claims  continue  heavy  not 
only  as  to  amounts,  but  as  to  the  volume  handled.  With  some  thousand  or  more 
warrants  being  sent  out  weekly,  the  filing  situation  is  becoming  cumbersome. 
Each  processor  is  responsible  for  processing  claims  assigned  by  the  Claims 
Supervisor  and  the  filing  is  being  accomplished  by  temporary  help.  It  is  con- 
templated that  a  full  time  file  clerk  is  desirable  to  do  this  work  and  only 
then  can  someone  be  properly  trained  for  this  phase  of  the  medical  claims  work. 


MEMBERSHIP  I.G  DIVISION 

There  has  been  a  complete  reorganization  of  the  membership  section  due  to 
changes  in  personnel  necessitated  by  the  promotion  of  some  and  others  leaving 
City  service.  The  membership  division  has  been  revamped  with  the  assistance 
of  the  Controller,  due  to  the  Electronic  Data  Processing  program  now  being  in- 
stalled. Certain  phases  of  the  work  are  being  streamlined  for  the  forthcoming 
"EDP"  program. 

The  Executive  Director  and  Head  Accountant  have  taken  the  four-month  in- 
doctrination program  in  "EDP"  and  at  present  the  Principal  Tabulating  Machine 
Operator  and  two  (2)  Tabulating  Machine  Operators  are  assigned  to  this  program 
on  a  full  time  basis.  Their  positions  have  been  filled  on  a  temporary  basis. 

The  Health  Service  Board  has  completely  rewritten  the  Rules  and  Regulations 
of  the  Health  Service  System,  copy  of  which  is  being  made  an  official  part  of 
this  report.  Sign-ups  or  the  opportunity  to  change  from  one  plan  of  the  System 
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to  another,  has  been  made  more  lenient.  One  sign-up  only  is  allowed  under  the 
new  rules,  during  the  month  of  May.  The  exemptions  have  been  completely 
changed  in  the  new  Rules  and  Regulations,  making  them  more  realistic  than  in 
the  past.  A  complete  file  of  insurance  carriers  is  being  :naintained  in  the 
office  of  the  System,  making  it  easior  for  the  Board  to  pass  on  exemption  than 
in  the  past.  The  Executive  Director  has  been  ijiven  more  authority  to  act  for 
the  Board  on  administrative  matters  and  the  Health  Service  Board  is  concerned 
now  with  only  matters  of  policy. 

The  Tabulating  and  IBM  Division  has  been  reorganized  due  to  the  entrance 
of  the  System  into  the  "SDPM  program  and  all  records  are  being  maintained  in 
the  offices  of  the  System  where  formerly  they  were  divided  between  the  System 
and  the  Controller's  payroll  Section.  This  has  resulted  in  the  elimination 
of  one  deck  of  cards  (some  20, COO  IBM  cards)  which  has  speeded  up  the  work 
of  the  System  and  will  continue  until  the  ultimate  peak  when  "EDPn  takes  over 
the  IBM  phase  of  the  work. 

CLAIMS  DIVISION 

There  exists  a  vory  close  control  in  the  claims  division  which  has 
proven  beneficial  in  the  processing  and  payment  of  medical  claims.  A  very  de- 
finite improvement  has  been  made  in  the  past  year  in  the  evaluation  of  medical 
claims .  The  close  cooperation  with  the  San  Francisco  Medical  Scciety,  the 
Equitable  Life  Assurance  Society,  our  Major  Medical  carrier,  has  made  the 
System*.:  job  easier  and  the  quality  of  medical  billing  has  definitely  improved, 

Major  Medical  payments  have  continued  to  be  substantial  and  more  members 
and  their  dependents  have  written  to  the  Board  and  the  System  expressing  their 
thanks  for  the  prompt  payment  of  such  claims  and  for  the  3oard's  foresighted- 
ness  in  obtaining  catastrophic  coverage  for  members  and  dependents. 


PUBLIC  HEARING 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  January 
I96J4..  Members,  organizations  and  interested  people  can  present  their  views, 
comments  or  complaints  at  this  public  hearing.  Representatives  from  the  alter- 
nate plans  were  present,  the  System's  actuary  presented  his  statistics  and  the 
President  of  the  Health  Service  3oard  reviewed  the  year's  activity.   The 
Executive  Director  and  Medical  Advisor  were  in  attendance  to  answer  any  ques- 
tions relative  to  the  cooperation  of  the  System. 

A  mere  handful  of  people  appeared  at  the  Board  of  Supervisors  chambers  in 
January,  196U,  for  the  public  hearing.  Employee  organizations  thanked  the 
Board  for  the  efficient  operation  of  the  System  and  the  progress  made  in  the 
past  year.  The  3dard  was  asked  to  hold  down  costs  if  pocsible  and  not  increase 
contribution  rates.  The  passage  of  Proposition  "F"  in  the  November  l?6l  elec- 
tion indicated  that  the  rates  would  probably  be  reduced  due  to  the  City  taking 
over  more  of  the  costs. 
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AUDIT 

As  previously  pointad  out,  the  audit  of  the  System  was  performed  by  the 
Controller's  general  audit  staff.  The  report  was  complete  and  was  rendered 
to  the  3oard  and  to  the  Executive  Director  in  record  time.  In  the  past  the 
audit  was  delayed  some  six  months  and  it  has  been  the  Board' 3  policy  to  re- 
quest that  the  Controller  perform  the  audit  for  each  fiscal  year. 


ACTUARIAL  STUDY 

An  actuarial  study  is  made  each  fiscal  year  by  Campbell  le  Jamison,  Inc.,  and 
is  reviewed  by  the  Health  Service  Board  prior  to  its  adoption  and  the  Board's 
recommendations  for  payment  of  such  contractual  work.  The  actuarial  report  for 
the  year  1963-lc;6H  has  been  sent  to  your  Honor  for  review. 


SUGGESTIONS 

That  there  be  a  closer  cooperation  between  the  Health  Service  System  and 
other  City  departments  as  requested  in  prior  reports.  This  is  particularly 
noted  so  that  closer  cooperation  will  be  forthcoming  among  timekeepers  in 
various  departments.  Kotices  should  be  given  the  System  when  employees  go 
on  leave  without  pay,  sick  leave,  resign  or  are  suspended.  It  makes  it  diffi- 
cult to  obtain  money  from  members  when  they  are  away  from  the  job  and  parti- 
cularly employees  of  the  San  Francisco  Unified  School  District  who  go  on 
maternity  leave  and  never  return  to  work.  It  is  months  after  they  leave  on 
maternity  leave,  child  care  leave,  etc.,  that  the  System  is  notified  by  the 
Minutes  of  the  Board  of  Education.  This  money  is  lost  to  the  Health  Service 
System  unless  we  can  obtain  the  money  from  them  prior  to  withdrawal  of  their 
retirement  allowances.  Suggest  a  representative  from  the  Mayor's  Office,  the 
Chief  Administrative  Officer's  representative  and  one  or  more  from  the  San 
Francisco  Unified  School  District  sit  down  with  the  membership  division  of  the 
Health  Service  System  and  work  out  formal  details  as  to  handling  problems. 


STATISTICS 

The  Health  Service  System  has  "lived  within  its  original  budget"  with  the 
following  exception: 

Revenues  estimated  for  the  fiscal  year  were  exceeded  by  some  $100,000  due 
to  an  increase  in  members  not  anticipated  when  the  budget  was  prepared  some 
eight  months  prior  and  also  due  to  the  fact  that  the  contribution  rates  were 
estimated  at  too-low  a  basis.  The  increase  and  influx  in  limited  tenure  per- 
sonnel who  become  eligible  for  benefits  under  the  System  has  greatly  increased 
the  membership  rolls.  The  additional  realized  revenue  was  made  available  by 
the  Controller  for  the  payment  of  medical  claims  and  all  claims  incurred  in  the 
fiscal  year  will  be  paid  out  of  moneys  available  during  and  at  the  close  of  the 
fiscal  year. 
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CONCLUSION 


Payments  for  the  year  1963-1961*  for  medical  claims  approximated  $U,900,000. 
Plan  I  (our  own  plan)  payments  were  $1,900,000  for  basic  benefits  and  $780,000 
for  major  medical  premiums.  Plan  II,  iCaiser  Foundation  Health  Plan,  received 
H, 8£0, 000  and  the  other  two  plans  (Plan  III,  Ray  E.  Harris,  M.D.  and  Staff) 
and  Plan  IV,  Bay  Medical  Group,  received  $73,000  and  |6  ,000  respectively.  The 
System  receives  more  than  $200,000  per  year  in  direct  payments  over-the-counter. 
This  is  mainly  for  resigned  members  and  their  families  and  for  retired  members 
who  are  unable  to  pay  through  payroll  deductions.  Subrogation  refunds  approxi- 
mate $25*000  per  year,  representing  moneys  recovered  by  the  System  where  other 
medical  coverage  exists.  This  is  only  for  Flan  I,  basic  plan,  as  the  Major 
Medical  insurance  cannot  legally  be  subrogated. 

All  of  the  alternate  plans  (Plan  II  -  Kaiser  -  Plan  III  Harris  Plan  - 
Plan  IV  Bay  Medical  Group  and  Equitable  Life  Assurance  Society,  Major  Medical 
carrier,  have  been  paid  for  the  fiscal  year  1963-1961;.  We  are,  however,  still 
paying  Plan  I  basic  benefit  claims  as  many  are  incurred  in  May  or  June  and  will 
not  be  billed  until  July  or  later. 

Plan  III  (Harris  &  Staff )  was  discontinued  on  June  30,  196U  due  to  the 
sudden  death  of  Dr.  Ray  E.  Harris. 

Finally,  the  three  remaining  plans  available  in  the  Health  Service  System 
now  provide  active  and  retired  employees  of  the  City  and  County  of  San  Francisco 
and  of  the  San  Francisco  Unified  School  District  with  a  wide  choice  of  benefits 
for  themselves  and  their  families  with  premiums  within  the  financial  means  of 
members  members  of  the  System. 


Respectfully  submitted, 


LYLE  J.  0«C0NNELL, 
EXECUTIVE  DIRECTOR 

August  k»   l?6Ji. 
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ANNUAL  R5P03T  OF  THE  HEALTH  SERVICE  SYSTEM  196Vl96g 


The  HealthService  System  was  established  in  Kerch  1937  by  Charter  Amend- 
ment, and  has  been  in  full  operation  since  October  1938*  The  constitutionality 
and  legality  of  compulsory  membership  has  been  established  In  the  courts. 
Throughout  the  years  there  has  been  a  consistent  pattern  of  progressive  change 
In  the  System  with  improvements  in  benefits  for  members  and  their  dependents, 
and  necessary  changes  in  contribution  rates  to  njeet  the  increasing  costs  of 
medical  services • 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for 
its  members  for  services  by  doctors,  laboratories,  and  hospitals*  Commencing 
in  19U7  three  additional  Alternate  Plans  of  medical  care  were  added:  Plan  I, 
its  own  Medical-Hospital  Planj  Plan  II,  the  Kaiser  Health  Foundation  Plan) 
Plan  III,  the  Ray  E.  Harris,  M.D.  and  Staff  Plan)  and  Plan  IV,  the  Bay  Medical 
Plan. 

Charter  Amendment  Proposition  'K*  was  approved  on  November  5,  1937  by  the 
electorate  and  ratified  on  February  £,  I9>8.  This  places  in  operation  changes 
in  the  Health  Service  System  which  were  the  outgrowth  of  the  efforts  of  the 
Committee  to  Improve  the  Health  Service  System  and  the  19£6  Committee  to 
Investigate  the  Health  Service  System  appointed  by  His  Honor,  the  Mayor,  and 
the  continued  efforts  of  City  employees  and  Employee  Organisations  dedicated 
to  providing  the  active  and  retired  employees  of  San  Francisco  and  their 
dependants  with  a  comprehensive  as  well  as  sound  Plan  of  medical  and  hospital 
benefits*  These  benefits  provided  them  with  protection  against  exigencies 
which  can  befall  anyone  at  any  time  due  to  illness  and/or  injury* 

The  Health  Service  3>ard  that  took  office  under  the  Revised  Charter  provi- 
sions immediately  directed  its  attention  to  policy  matters  dealing  with  the 
re-organisation  of  the  System  and  with  t  a©  benefits  of  the  various  Plans  and 
their  rate  structure* 

Again  In  November  1961  Proposition  *F'  was  submitted  to  the  people  and 
was  passed  by  a  substantial  vote*  This  proposition  provided  for  the  City  and 
County  of  San  Francisco  to  absorb  the  administrative  expense  of  the  Health 
Service  System  which  was  formerly  paid  by  employees  and  their  dependents*  In 
addition  thereto,  the  additional  cost  of  coverage  of  retired  members  was 
defrayed  by  the  City*  This  feature  is  unique  in  health  coverage,  whereby  the 
retired  member  pays  the  same  amount  as  the  active  working  member  although  his 
costs  are  actuarially  computed  at  three  or  four  times  as  much* 

THB  HEALTH  SERVICE  BOARD 

The  present  Health  Service  Board  is  composed  of  the  following! 

Mr.  Francis  J.  Collins,  employee  member.  Department  of  Public  Works, 
serving  as  President)  Mr.  Donald  J.  HcCook,  Insurance  Official, 
West  Coast  Manager  of  the  Group  Division  of  the  Aetna  Life  Insurance 
Company)  Me.  Thomas  A.  Toomey,  Deputy  City  Attorney,  representing 
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-.  Thomas  H«  O'Connor,  City  Attorney;  Abraham  Bernstein,  ?i.D., 
practicing  physician  and  surgeon,  appointed  "05'  the  .'^uyor,  as 
was  &%  HcCookt  Mr.  Jack  Morrison,  Chairuan  of  the  Firiance 
Comittae  of  the  .3oard  of  Supervisors!  Mr.  Patrick  K*  3reen,  an 
employee  ao-.iber  of  the  Recreation-I^ark  Depart.'nentj  Mr*  Thorr«o 
..'.  c >rath,  Jn, ion  executive  and  business  agent,  representing  the 
Careen's  Union  ,  Local  #1380  AFL,  an  employee  of  the  :taniclpal 
Railway. 

REORGANIZATION 

The  Healta  Service  Board  continues  to  survey  the  needs  for  the  System  and 
has  done  so  through  a  survey  requested  of  the  Controller.  The  financial  re- 
cords have  been  audited  each  fiscal  year,  the  last  audit  being  performed  by 
the  Controller's  General  Audit  staff  which  was  completed  and  rendered  to  the 
Health  Service  Board  and  the  executive  Director  in  record  time.  Revised 
tables  of  organisation  have  been  prepared  showing  the  positions  authorized 
and  new  positions  required,  mainly  due  10   the  increased  voiumo  of  nodical 
claims  and  the  strict  cost  accounting  required  by  Proposition  nFn   passed  in 
the  November  7,   1961  election. 

Tiie  oystem  is  continuously  making  progress  under  the  new  regime  and  has 
been  paying  medioal  bill3  weekly  since  October  I960.  The  Medical  Advisor, 
Dr.  Jar:ios  T.  Pitagerald,  has  been  diligently  reviewing  claims  and  the  3oard 
is  well  p Leased  wita  Dr.  Pitsgerald's  appointment.  Claims  continue  heavy  not 
only  as  to  amounts,  but  as  to  the  volume  handled.  With  some  thousand  or  more 
warrants  being  sent  o  t  weekly,  the  filing  situation  is  becoming  cumbersome. 
Each  processor  is  responsiole  for  processing  claims  assigned  by  the  Claims 
Supervisor  and  the  filing  is  being  accomplished  by  terporary  help.  It  is 
contemplated  that  a  full  time  file  clerk  is  desirable  to  do  this  work  and 
only  then  can  someone  be  properly  trained  for  this  phase  of  the  Medical 
claims  work. 

agMasBaur  km  TAagUTira  division 

There  has  been  a  complete  reorganization  of  the  membership  section  due  to 
changes  in  personnel  necessitated  t>y  uhe  promotion  of  sora©  and  others  leaving 
City  service.     The  membership  division  has  \>e&xx  revamped  with  the  asif.istanoe 
of  the  Controller*  due  to  the  Electronic  Data  Processing  program  now  being 
installed.     Certain  phases  of  the  work  are  being  streamlined  for  the  forth- 
coming "SOP"  program. 

The  ISxacutive  Director  and  Head  Accountant  have  taken  the  four  month 
indoctrination  course  in  "BOP"  and  on  April  1,  1965  the  entire  Tabulating 
Division  was  soved  to  the  Controller's  office  merging  with  the  EDP  unit.     It 
is  contemplated  during  the  ensuing  fiscal  year  that  these  seven  employees  will 
be  transferred  to  afl'SDP  payroll  and  the  Health  Service  will  look  to  the  unit 
as  a  whole  for  results  rather  than  to  the  eraoloyees  of  the  System  now  assigned 
iso  EDP. 

The  Health  Service  rteard  has  completely  rewritten  the  Rules  and  Regulations 
of  the  ileal  th  Service  "yatem  eopy  of  which  is  being  made  an  official  part  of 
this  report.     SJjpa-upe  or  the  opportunity  to  change  from  one  plan  of  the  System 
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to  another*  has  bean  made  more  lenient.  One  sign-up  only  ie  allowed  under  the 
new  rules,  during  the  month  of  May.  The  exactions  have  been  completely 
changed  in  the  new  Rules  and  Regulations,  making  then  more  realistic  than  in 
the  past.  A  complete  file  of  insurance  carriers  is  being  maintained  in  ohe 
of fice  of  the  System,  making  it  easier  for  the  Board  to  pass  on  exemption  than 
in  the  past.  The  Sxecutive  Director  has  been  given  store  authority  to  act  for 
the  Board  on  administrative  matters  and  the  Health  Service  Board  is  concerned 
now  with  only  ratters  of  policy. 

Too  Tabulating  and  MM  Division  has  been  reorganized  due  to  the  entrance 
of  the  System  into  the  "EDPW  program  and  all  records  are  being  maintained  in 
the  offices  of  the  System  where  formerly  they  were  divided  between  the  System 
and  the  Controller's  Payroll  Section.  This  has  resulted  in  the  elimination 
of  one  deck  of  cards  (some  20,000  OK  cards)  which  has  speeded  up  the  work 
of  the  System  and  will  continue  until  the  ultimate  peak  when  "SOP"  takes  over 
the  ISM  phase  of  the  work. 

CLAIMS  DIVISION 

There  exists  a  very  close  control  in  the  claims  division  which  has  proven 
beneficial  in  the  processing  and  payment  of  medical  claims.  A  very  definite 
improvement  has  been  made  in  the  past  year  in  the  evaluation  of  nodical  claims* 
The  close  cooperation  with  the  San  Francisco  Medical  Society,  the  Squltaole 
Life  Assurance  Society,  our  Major  ;-fedical  carrier,  has  made  the  System's  job 
easier  and  the  quality  of  medical  billing  has  definitely  improved. 

Major  Medical  payments  have  continued  to  be  substantial  and  more  members 
and  their  dependents  have  written  to  the  Board  and  the  System  expressing  their 
thanks  for  the  prompt  payaent  of  such  claims  and.  for  the  Board's  foresighted- 
ness  in  obtaining  catastrophic  coverage  for  members  and  dependents. 


PUBLIC  HSABDP 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  January 
196£.  Members,  organisations  and  interested  people  can  present  their  views, 
comments  or  complaints  at  this  public  hearing.  Representatives  from  the  alter- 
nate plans  were  present,  the  System's  actuary  presented  his  statistics  and  the 
President  of  the  Health  Service  Board  reviewed  the  year's  activity.  The 
Executive  Director  and  Medical  Advisor  were  in  attendance  to  answer  any  ques- 
tions relative  to  the  cooperation  of  the  System. 

A  mere  handful  of  people  appeared  at  the  Board  of  Supervisors  chambers  in 
January,  1965,  for  the  public  hearing.  Employee  organisations  thanked  the 
Board  for  the  efficient  operation  of  the  System  and  the  progress  made  in  the 
past  year.  The  Board  uas  asked  to  hold  down  costs  if  possible  and  not  increase 
contribution  rates.  The  passage  of  Proposition  "F"  in  the  November  1961  elec- 
tion indicated  that  the  rates  would  probably  be  reduced  due  to  the  City  taking 
over  more  of  the  costs. 
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•   ADDIT 

As  previously  pointed  out,  trie  audii  of  the  System  was  performed  by  the 
Controller's  general  audit  rtaff.  The  report  was  complete  and  was  rendered 
to  the  Board  and   to  the  ixecucive  Director  in  recorc  tune.  In  the  past  the 
audit  was  delayed  some  six  njonths  and  it  has  been  the  Joard't;  policy  to 
request  that  the  Controller  perfom  the  audit  for  oach  fiscal  year. 

ACTUARIAL  STUDY 

An  actuarial  study  is  made  each  fiscal  year  by  Campbell  &  Jamison,  Inc., 
and  ie  reviewed  by  the  Health  Service  Board  prior  to  its  adoption  and  the 
Board's  recommendations  for  payment  of  such  contractual  work.  The  actuarial 
report  for  the  year  196h-l?65>  has  been  sent  to  your  Honor  for  review. 

SUCG5STI0M3 

That  there  be  a  closer  cooperation  between  the  Health  Service  System  and 
other  City  departments  as  requested  in  prior  reports.  This  is  particularly 
noted  so  that  closer  cooperation  will  be  forthcoming  among  timekeepers  in 
various  departments.  Notices  should  be  given  the  System  when  employees  go 
on  leave  without  pay,  sick  leave,  resign  or   are  suspended.  It  snakes  it 
difficult  to  obtain  rnouey  from  members  when  they  are  away  from  the  job  and 
particularly  employees  of  the  San  Francisco  Unified  School  District  who  go 
an  maternity  leave  and  never  return  to  work.  It  is  months  after  they  leave 
on  Maternity  leave,  child  care  leave,  etc.,  that  the  System  is  notified  by 
the  Minutes  of  the  Board  of  Education.  This  money  is  lost  to  the  Health 
Service  System  unless  we  can  obtain  the  money  frotu  thea  prior  to  withdrawal 
of  their  retirement  allowances.  Suggest  a  representative  from  the  Mayor's 
Office,  the  Chief  Adadnistrative  Officer's  representative  and  one  or  more 
from  the  SanFrancisco  Unified  School  District  sit  down  with  the  membership 
division  of  the  Health  Service  System  and  work  out  formal  details  as  to 
handling  problems. 

STATISTIC 

The  Health  Service  System  has  "livei  within  its  original  budget"  with  the 
following  exception: 

Revenues  eatiaated  for  the  fiscal  year  were  exceeded  by  sons  #100,000  due 
to  an  increase  in  members  not  anticipated  when  the  budget  was  prepared  some 
sight  months  prior  and  also  due  to  the  fact  that  the  contribution  rates  aere 
estimated  at  too-low  a  basis.  The  increase  and  Influx  in  limited  tenure  per- 
sonnel who  become  eligible  for  benefits  under  the  System  has  greatly  increased 
the  membership  rolls.  The  additional  realised  revenue  was  made  available  by 
the  Controller  for  the  payment  of  medical  claims  and  all  claims  incurred  in 
the  fiscal  yea  r  will  be  paid  out  of  moneys  available  during  and  at  the  close 
of  the  fiscal  year. 
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CONCVJSIOf? 


Payments  for  the  year  196U-1965  for  medical  claims  approximated 
$5,020,000.  Plan  X  (our  own  plan)  payments  were  32,001,000  for  basic 
benefits  and  $800,000  for  major  medical  premiums.  Flan  II,  Kaiser  Foundation 
Health  Plan,  received  £L,95>0,OOQ  and  Plan  IV,  Bay  Medical  Group,  received 
§96,000.  The  System  receives  acre  than   $220,000  per  year  in  direct  paymnts 
over-the-counter.  This  is  mainly  for  resigned  meiabers  and  their  families 
and  for  retired  members  who  are  unable  to  pay  through  payroll  deductions. 
Subrogation  refunds  approximate  '25,000  per  year,  representing  moneys 
recovered  by  the  System  where  other  medical  coverage  exists.  This  is  only 
for  Plan  I,  basic  plan,  as  the  Major  Medical  insurance  cannot  legally  be 
subrogated. 

All  of  the  alternate  plans  (Plan  II  -  Kaiser  -  Plan  17  Say  Medical 
Group  and  Equitable  I»ife  Assurance  Society,  :-?aJor  fkdical  carrier,  have 
been  paid  for  the  fiscal  year  1$>6U-1Q65>.  tfe  are,  however,  still  paying 
Plan  I  basic  benefit  clai  is  as  many  are  incurred  in  ^lay  or  June  and  will 
not  be  billed  until  July  or  later. 

Plan  III  (Harris  ft  Staff)  was  discontinued  on  June  30,  196k  due  to  the 
sudden  death  of  Dr.  Ray  3.  Harris. 

Finally,  the  three  remaining  plans  available  in  the  Health  Service  System 
now  provide  active  and  retired  employees  of  the  City  and  County  of  San  Francisco 
and  of  the  San  Francisco  Unified  School  District  with  a  wide  choice  of  benefits 
for  themselves  and  their  families  with  premiums  within  the  financial  means  of 
members  of  the  System. 


Respectfully  submitted, 


LH.2  J.  0»C0HMELL, 
August  9,  196$  SXHB0TI7S  DIRECTOR 


«*• 


ASWUA.L  35P0ET  OF  T£E  HEALTH  3S3VXCS  ST3TSK  1^5-1966 

The  Heslth  Service  System  was  established  in  Fiarch  1957  by 
Charts?  uaendment,  and  hss  been  in  full  operation  since  October 
1938.  The  constitutionality  and!  legality  of  compulsory  member- 
ship has  been  established  in  the  courts.  Throughout  the  years 
there  has  been  a  consistent  pattern  of  progressive  change  in  the 
3y8tea  with  improvements  in  benefits  for  members  and  their  depen- 
dent s,  and  necessary  changes  in  contribution  rates  to  met-fc  the 
ineroasinf-  costs  of  medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service 
System  for  its  members  for  services  by  doctors,  laboratories,  and 
hospitals*  Commencing  in  194-7  three  additional  alternate  plans  of 
medical  care  vers  addedj  Plan  I,  its  own  Med leal -Hospital  Plant 
Plan  II,  the  Kaiser  Health  Foundation  Plan;  Plan  III.  the  Hay  S* 
Harris,  M.D.  and  ^taff  Hon;  and  Plan  IV,  ths  Bay  iedical  Plan. 

Charter  Amendment  Preposition  *K*  was  approved  on  floveraber 

5.1957  by  the  electorate  and  ratified  on  February  5,1958.  This 
places  in  opsration  changes  in  the  Health  Service  System  which  were 
the  outgrowth  of  the  efforts  of  the  Committee  to  Improve  the  Health 
Service  3yst  «  and  the  1956  Committee  to  Investigate  the  Health 
Service  3ystes  appointed  by  His  Honor,  the  Mayor,  an4-  the  continued 
efforts  of  City  employees  and  Bepioyee  Organizations  dedicated  to 
providing  the  active  a.n&   retired  employees  of  ths  City  of  San 
Francisco  and  their  dependents  with  a  comprehensive  as  well  as 
sound  Plan  of  medical  and  hcarital  benefits.  These  benefits  provided 
thee  with  protection  against  exigencies  which  can  befall  anyone  at 
any  time  due  to  illness  and  or  injury. 

The  Health  Service  Board  that  took  office  under  th«:  Revised 
Charter  provisions  immediately  directed  its  attsntion  to  policy 
matte  8  dealing  with  the  re-organi?ation  of  the  *i.  stem  and  with 
the  benefits  of  the  various  Plans  and  thslr  rate  structure. 

Again  in  Sovesher  1961  Proposition  •••  was  submitted  to  the 
people  amd  was  passed  by  a  substantial  vote.  This  propos'tion 
provided  for  the  City  and  County  of  San  Francisco  to  absorb  the 
administrative  expense  of  the  Health  Service  System  which  was 
formerly  paid  by  employees  and  their  dependents.  An  additional 
cost  of  ocveraiT-e  of  retired  members  W3S  also  defrayed  by  the  City 
in  the  passage  of  Proposition  *F*.  This  feature  is  unique  In 
health  coverage,  whereby  the  retired  member  pays  the  same  amount 
as  the  active '  working  member  although  his  costs  ire  actuarially 
computed  at  three  or  four  times  as  much. 

THE  BJUUTH  St^VICa  BO*SP 

The  present  Health  Service  Board  is  compoeed  of  the  follow- 
ingt 

Mr.  Francis  J.  Collins,  employee  member,  Department  of  Public 
Works,         M  President  J  Mr.  Donald  J.  r.c   Cook,  Insurance 
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Official,  Vest  Coast  H onager  of  the  Group  Division  of  the  Aetna  Life 
Insurance  Company?  Mr.  Thomas  A.  Tooney,  Deputy  City  Attorney,  represent* 
ing  Mr.  Thomas  H«  O'Connor,  City  Attornoy;  Abraham  Bernstein,  M.D., 
practicing  physician  and  surgeon,  appointed  hy  His  Honor,  the  Mayor, 
as  was  ilr.  Donald  J,  Ms  Cook;  Fir.  Jack  Morrison,  Chairman  of  the 
Finance  Committee  of  the  Board  of  Supervisors;  Mr.  Patrick  M.  Breen, 
an  employee  member  of  the  Recreation~Fark  Department ;  Mr.  Thomas 
W«  Mc  Grath,  Union  executive  and  business  agent  of  the  Carmen's  Union, 
Local  1380  A.F.L. ,  an  employee  of  the  Municipal  Railway. 

REOHGAFIa vtion 

The  Health  Service  Board  continues  to  survey  the  nee^s  for  the 
System  and  has  done  so  through  a  survey  requested  of  the  Controller, 
The  financial  records  have  been  audited  each  fiscal  jeer,  the  last 
audit  performed  by  a  staff  from  a  certified  public  accounting  firm, 
which  when  completed  was  rendered  to  the  Health  Service  Boar^  and 
distributed  to  His  Honor,  the  Mayor  and  Board  of  Supervisors.  Revised 
tables  of  organisation  have  been  prepared  showing  the  positions 
autnorised  ind  new  positions  required,  mainly  due  to  the  increased 
volutce  of  medical  claims  and  the  s'rict  costn  accounting  required 
by  Proposition  'F'  passed  In  the  November  7, 1t61  election. 

The  System  is  continuously  making  progress  under  the  new 
regime  an5  has  been  paying  medical  bills  weekly  since  October  I960. 
The  Kedical  Advisor,  Dr.  James  T.  Fitsgerald,  has  been  diligently 
reviewing  claims  and  the  Boar  is  veil  pleased  with  Dr.  Fitzgerald's 
appointment*  Claims  continue  heavy  not  only  as  to  the  amounts  in- 
volved, but  as  to  the  volumes  handled.   Vith  some  thousand  or  more 
warrants  being  sent  out  weekly,  the  filing  situation  is  becoming 
cumbersome.   Each  processor  is  responsible  for  processing  claims 
assigned  by  the  Claims  Supervisor  antf  the  filing  is  being  accomplished 
by  temporary  help.  It  is  contemplated  fch.it  a  full  time  file  cler- 
is  desirable  to  do  this  work  and  only  then  can  soiaeone  be  properly 
trained  for  this  phase  of  the  medical  claims  work. 

MEMBERSHIP  AND  TABULATING  DIVISION 

There  has  been  a  complete  reorgaa  zation  of  the  membership 
division  due  to  changes  in  personnel  necessitated  by  the  promotion 
of  some  and  other  leaving  City  service.  The  membership  division 
has  been  revamped  with  the  assistance  of  the  Contx-oller,  due  to 
the  Electronic  Data  Processing  program  now  installed.   Certain 
phases  of  the  work  are  being  streamlined  for  the  forthcoming  ED?' 
program. 

The  Executive  Director  and  Head  Accountant  have  taken  the 
indoctrination  course  in  'EDP  '  and  on  April  1,1965  the  entire 
Tabulating  Division  was  move'?  to  tho  Controller's  office,  merging 
with  the  EDP  unit.   It  is  contemplated  during  the  ensuing  fiscal 
yec.T   that  these  seven  employees  will  be  transferred  to  an  '5DP' 
payroll  and  the  Health  Service  System  will  lo  k  to  the  unit  as  a 
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whole  for  results  rather  then  to  the  employees  of  the  System  now 
assignee]  to  'Err-''. 

The  Health  Serrioe  Board  has  completely  rewritten  the  Rules  and 
Regulations  of  the  Health  Service  System,  copies  of  which  were  sent 
to  the  Mayor's  Office,  the  Board  of  Supervisors,  and  distributed  to 
each  and  every  City  employee  and  retired  member.  Sign-up,  or  the 
opportunity  to  change  froa  one  plan  to  another  within*;  the  System 
has  been  made  more  lenient.  The  month  of  Kay  has  been  established  as 
the  only  time  changes  can  be  made,  with  the  exception  of  newly  married 
spouses  and  new  born  children.  The  exemptions  have  been  completely 
changed  in  the  new  riules  and  Regulations,  making  them  mere  realistic 
than  the  past.  A  complete  file  of  insurance  carriers  is  being  main- 
tained in  the  System's  offices,  making  it  easier  for  the  Board  to 
pass  on  an  exemption  than  was  possible  in  the  past.  The  Executive 
Dir  ctor  he s  been  given  more  authority  to  act  for  the  Board  on 
administrative  matters  and  the  Health  Service  Board  is  concerned 
only  with  matters  of  policy. 

The  Tabulating  and  IBM  Division  has  been  reorganized  due  to  the 
EDP  program  md  all  records  are  maintained  in  the  offices  of  the 
System  where  formerly  they  were  divided  between  the  System  and  the 
Controller's  Payroll  8ection.  This  has  resulted  in  the  elimination 
of  one  deck  of  cards  (some  20,000)  which  has  speeded  up  the  work  of 
the  System  and  will  continue  until  the  ultimate  peak  when  'EDP*  takes 
over  the  complete  program. 

CLAIMS  DIVISION 

There  exists  a  very  close  control  in  the  elalss  division  which 
has  proven  beneficial  in  the  processing  and  payment  of  medical  claims. 
A  very  definite  improvement  has  been  made  in  the  past  ye«r  in  the 
evaluation  of  medical  claims.  The  close  cooperation  with  the  San 
Francisco  Medical  Society,  the  Equitable  Lie  Assurance  Society, (  our 
major  medical  carrier)  has  made  the  System's  Job  easier  and  the 
quality  of  medical  billing  has  definitely  improved. 

Major  medical  payments  have  continued  to  be  substantial  and 
more  members  and  their  dependents  have  written  to  the  Board  and  to 
the  System  expressing  their  thanks  for  the  prompt  payment  of  such 
claims  and  for  the  Board's  foresight edness  in  obtaining  catastrophic 
coverage  for  members  and  their  dependents. 

PUBLIC  ggHHB 

In  accordance  with  Charter  provisions,  a  public  hearing  was 
held  in  January  1966.  Membe  s,  organization  and  interested  people 
were  there  to  present  their  views,  comments  and  or  complaints  at 
the  public  meeting.  Hepresentatives  from  the  alternate  plans,: 
Plan  II,  Kaiser  Foundation  Health  Plan;  Plan  IV, Bay  Medical  Group 
and  the  Equitable  Life  Assurance  Society,  has  made  the  System's 
Jor  easier  nnd  they  were  in  attendance  at  the  public  meeting  to 
review  the  past  year  and  prepare  for  the  future.  Our  actuary, 
Mr.  Juan  B.Rael,  Jr.  presented  his  statistics  and  the  1  resident  of 
the  Health  Service  Board  reviewed  the  activities  of  the  ye  •.-. 
the  Executive  Director  and  the  Medical  Advisor  were  both  present  to 
answer  any  questions  rolatlve  to  the  operation  of  the  System. 

handful  of  people      red.  at  the  Board  of  Supervi- 


committee  room  In  January  1966,  for  the  public  hearing.  Employee 
organizations  thanked  the  Board  for  the  efficient  operation  of  the 
Systera  and  the  progress  sade  in  the  past  year.  The  Board  was  asked 
to  hold  down  costs  if  possible  and  not  increase  the  contribution 
rates.  The  Board  informed  the  organizations  they  would,  do  their  utmost 
to  keep  costs  down  but  still  had  considered  increasing  benefits  and 
explained  to  all  present  the  plans  for  the  integration  of  the  System 
with  Federtl  (Kedic.ire,#  The  passage  of  Proposition  *T%   in  November 
1961  election  indicated  the  rates  would  be  held  down  due  to  the  City 
assuming  more  of  the  costs. 

AUDIT 


As  previously  pointed  out,  the  audit  of  the  System  was  aceomplahed 
by  an  inder.-sadent  certified  public  accounting  fim,  employed  by  the 
Controller.  The  report,  when  completed  was  furnished  to  the  Board 
asd  to  the  Controller  and  copies  were  sent  to  His  Honor,  the  Kayor, 
and  the  Board  of  Supervisors,  as  well  as  the  Grand  Jury. 

ACTUARIAL  STUDY 

An  actuarial  study  was  made  by  the  firm  of  Campbell  and  Jamison, 
Inc.,  and  was  reriewd  by  the  Health  Service  Board  prior  to  its 
adoption  and  the  Board's  recommendations  for  payment  of  such  contract- 
ual work.  The  actuarial  report  for  the  year  1965-1966  was  sent  to 
your  Honor  for  review. 

SUGGESTIONS, 

Notices  should  be  fort  coming  from  other  departments  when 
employees  go  on  leave  without  pay,  sick  leave,  resign  or  are  suspended. 
It  makes  it  difficult  ot  obtain  money  from  members  when  they  are 
away  from  the  ,job  and  particularly  employees  of  the  San  Francisco 
Unified  School  District  who  go  on  maternity  leave,  child  care  leave 
and  never  return  to  their  positions.  It  is  sometimes  many  months 
after  they  are  away  when  we  are  notified  by  the  Minutes  of  the  School 
Board  that  they  have  resigned  and  in  many  cases  the  monies  owed  to 
the  System  are  lost.  Better  communications  are  aeeded  in  these  cases 
to  protect  the  City  on  lost  contributions  and  also  to  protect  the 
member  so  that  his  or  her  medical  claims  can  be  paid. 

STATISTICS 


The  F»e!th  Service  System  has  'lived  within  its  original  budget* 
with  the  following  exceptions: 

Revenues  estimated  by  the  System  for  the  Fiscal  Year  were  exceeded 
by  some  $250, CCC  due  to  an  increase  in  members  not  anticipated  when  the 
budget  was  prepared  some  eight  months  prior  and  also  due  to  the  facts 
that  contribution  rates  were  estimated  a  too  low  a  basis.The  influx 
and  increase  in  limited  tenure  personnel  who  become  eligible  for 
benefits  under  the  System  has  greatly  increased  the  member ship  rolls. 
The  additional  revenue  was  Bade  available  by  the  Controller  for  the 


payment  of  medical  bills  incurred  in  the  fiscal  year  and  such  claims 
as  they  cobs  in  will  be  paid  out  of  those  monies  available  for  payment 
of  fiscal  year  1965-1966  claims  although  they  will  not  be  received 
until  the  ensuing  fiscal  year. 

COKSLUSIQg 

Payments  for  the  year  1965-1966  for  medical  claims  approximated 
$5» 330,000.00.  Plan  I  (our  own  plan)  payments  were  over  two  and 
a  quarter  million  dollars  for  basic  benefits  and  $670,000  for  major 
medical  catastrophic  benefits.  Plan  II,  Kaiser  Foundation  Health 
Flan  received  in  excess  of  two  million  dollars  while  Plan  Iv,Bay 
Medical  Group  received  over  $100, 000.  The  Systssa  receives  over 
$200,000  in  direct  payments  over  the  counter.  This  is  mainly  for 
resigned  member  and  their  dependents,  retired  members  who  are 
unable  to  pay  through  payroll  deductions  and  for  menbers  on  various 
types  of  le  ive  without  pay.  Third  party  lien  receipts  exceed  525,000 
per  year,  representing  monies  recovered  by  the  System  where  other 
medical  coverage  exists.  This  is  only  for  Plan  I  basic  plan,  as  the 
major  medical  insurance  cannot  legally  be  subrogated. 

The  alternate  plans,}  Plan  II, Kaiser  Foundation  Health  Plan,; 
Plan  IV,  Bay  Medical  Group  and  Squitable  Life  Assurance  Society, 
(major  medical  carrier)  have  been  paid  for  the  f isoal  year  1965-1966. 
We  are  still  paying  for  Plan  I  basic  benefit  claims  as  many  are 
incurred  in  Kay  or  June  and  will  not  be  billed  until  July  or  even 
later. 

Finally,  the  three  plans  of  the  System  available  tor  members 
and  their  families  provide  the  active  and  retired  employees  and 
their  dependents  a  wide  choice  of  benefits  t  within  the  the  financial 
means  of  members  of  the  System. 

We  have  in  the  System  in  excess  of  5**000  members  and  their 
dependents  and  with  6,000  of  the  retired  members  being  over  the  age 
of  65  the  System  has  been  studying  and  reviewing  the  inception 
of  Medicare  and  its  effect  on  these  membe  s«   The  System  feels  that 
it  is  many  steps  in  front  of  the  average  insurance  carrier  and 
is  offering  and  has  offered  the  retirees  with  Medicare  an  improved 
supplemental  program. 


Respectfully  submitted, 

LTLE  J.  O^OITOELL 
august  9,1966  EXSCUTI  VE  DIP ECTOR 
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ANNOAL  Ri^ORT  OF  1  .,  .VIJ._  j.oT&M  1966-1967 


The  Health  Service  System  was  established  in  March  1937  by  Charter  Amendment 
and  has  been  in  full  operation  since  October  1938.  The  constitutionality  and 
legality  of  compulsory  membership  has  been  established  in  the  courts.  Throughout 
the  years  there  has  been  a  consistent  pattern  of  progressive  change  in  the  Syste* 
with  improvements  in  benefits  for  members  and  their  dependents  and  necessary 
chunr,es  in  contribution  rates  to  meet  the  increasing  costs  ox"  medical  services. 

The  original  plan  provided  for  payment  by  the  lealth  Service  System  for  its 
members  for  services  by  doctors,  laboratories  and  hospitals.  Commencing  in  19^7 
three  additional  alternate  plans  of  medical  care  were  added:  r'lan  X,  its  own 
Medical- Hospital  Plan;  Plan  II,  the  Kaiser  Health  foundation  Plan;  Plan  III, 
the  Ray  E.  xlarris,  M.  D.  and  .Staff  Plan;  and  Plan  IV,  the  Say  Medical  Plan. 
Dr.  Ray  S.  Harris,  administrator  of  Plan  III,  died  in  196*+  and  the  members  and 
dependents  in  that  plan  were  fiven  the  opportunity  of  transferring  to  one  of  the 
other  plans  of  the  System. 

Charter  Amendment  Proposition  'K'  was  approved  on  i.ovember  5.  1937  by  the 
electorate  and  ratified  on  February  5»  1958.  This  places  in  operation  changes  in 
the  Health  Service  System  which  were  the  outgrowth  of  the  efforts  of  the  Committee 
to  Improve  the  Health  Service  System  and  the  1956  Committee  to  Investigate  the 
Health  Service  System  appointed  by  lis  Honor,  the  Mayor,  and  the  continued  efforts 
of  City  employees  and  HJnployee  Organizations  dedicated  to  providing  the  active  and 
retired  employees  of  the  City  of  San  Francisco  and  their  dependents  with  a  compre- 
hensive as  well  as  sound  Plan  of  Medical  an '  hospital  benefits.  These  benefits 
provided  them  with  protection  against  exigencies  which  can  befall  anyone  at  any 
time  due  to  illness  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  Charter  provisions 
immediately  directed  its  attention  to  policy  matters  dealing  with  the  re-organization 
of  the  System  and  with  the  benefits  of  the  various  Plans  and  their  rate  structure. 

Again  in  November  1961  Proposition  •/'  was  submitted  to  the  people  and  was 
passed  by  a  substantial  vote.  This  proposition  provided  for  the  City  and  County  of 
San  Francisco  to  absorb  the  administrative  expense  of  the  Health  Service  System 
which  was  formerly  paid  by  employees  and  their  dependents.  An  additional  cost  of 
coverage  of  retired  members  was  also  defrayed  by  the  City  in  the  passage  of  Propo- 
sition *?* .  This  feature  is  unique  in  health  coverage,  whereby  the  retired  member 
pays  the  same  amount  as  the  active  working  member  although  his  costs  are  actuarially 
computed  at  three  or  four  times  as  much. 

T  30ARD 

The  present  Health  Service  Board  is  composed  of  the  following: 

Mr.  Frank  J.  Collins,  employee  member,  Department  of  Public  Works;  Mr. 
Donald  J.  McCook,  Insurance  Official,  West  Coast  Manager  of  the  Group  Division  of 
the  Aetna  Life  Insurance  Company;  Mr.  Thomas  A.  Tooaey,  Deputy  City  Attorney; 
Abraham  Bernstein,  M.  D.,  practicing  physician  and  surgeon,  appointed  by  iiis  Honor, 
the  Mayor,  as  was  Mr.  Donald  J.  McCook 5  Mr.  Jack  Korrison,  Chairman  of  the  Finance 
Committee  of  the  Board  of  Supervisors;  Mr,  Patrick  K.  -ireen,  an  employee  member  of 
the  itecreation-Park  Department;   Mr.  Thoaas  W.  McGrath,  an  employee  member  of  the 
Municipal  Railway  and  currently  serving  his  second  term  as  President  of  the  Health 
Service  Board* 
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RK)BGANIZhTIOW 

THe  Health  Service  Board  continues  to  surrey  the  needs  of  the  System  and  has 
done  so  t        I  nmittees  of  the  Board  who  report  back  to  the  full  u>ard  of  its 
recommendations.  The  financial  reports  are  audited  daily  by  the  Controller's  staff 
and  through  the  medium  of  the  Electronic  Data  Troc^       stem  whereby  each  trans- 
action must  be  cleared  tlirou^h  programming .  Revised  tables  of  organization  have 
been  approved  and  show  the  positions  of  the  System  and  the  increase  needed  last  year 
for  the  added  responsibility  in  administering  the  Medicare  supplementation  to  the 
city's  retired  members  and  tneir  families. 

The  System  is  continuously  making  progress  under  the  new  regime  and  has  been 
paying  medical  bills  weekly  since  October  I960.  The  I  edical  Advisor,  Dr.  Jame3  T. 
Fitzgerald,  has  been  diligently  reviewing  claims  and  the  Board  is  well  pleased  with 
Or,   Fitzgerald's  appointment.  Claims  continue  heavy  not  only  as  to  the  amounts 
involved  but  as  to  the  volumes  handled.   .ith  some  thousand  or  more  warrants  being 
sent  out  weekly,  the  filing  situation  is  becoming  cumbersome.  Each  processor  is 
responsible  for  processing  claims  assigned  by  the  Claims  Supervisor  and  the  filing 
is  being  accomplished  by  temporary  help.   Che  filing  in  the  past  year  has  been 
accomplished  by  the  addition  of  Youth  Program  youngsters  and  the  System  has  been 
most  fortunate  in  getting  high  calibre  personnel  to  perform  this  function. 

MBansmp  division 

There  has  been  a  complete  reorganisation  of  the  Membership  Division  necessitated 
by  promotions  and  due  to  others  leaving  city  service.  The  SDP  (electronic  Data 
Processing)  concept  has  streamlined  certain  phases  of  membership  work  and  the  program 
continues  to  make  changes  month  by  month.  More  liason  work  exists  now  between  the 
Membership  Division  and  the  CDF  concept  and  closer  supervision  is  maintained  over 
all  membership  programs. 

The  Executive  Director,  the  Head  Accountant  and  all  Membership  personnel  have 
been  subjected  to  courses  and  indoctrination  in  the  Slectronic  Data  iTocessing  con- 
cept and  are  acquainted  with  certain  coding  and  special  work  performed  by  that  unit 
and  have  integrated  records  mad  prolans  with  the  EDP  program  changes. 

TABULATING  DIVISION 

The  Eabulating  Division  of  the  System  has  been  physically  transferred  to  the 
liDJP  concept  in  the  Controller's  Of;ice  in  April  1965  and  early  in  February  1966  the 
personnel  were  transferred  to  the  Controller's  payroll  and  removed  from  the  System's 
rolls.  The  budget  for  the  Fiscal  Year  1967-1968  when  being  prepared  showed  an  item 
for  transfer  of  funds  to  the  Controller  for  the  Health  Service  System's  share  of  the 
&DP  budget,  such  as  billings  XV  accomplished  on  a  monthly  or  quarterly  basis  to  be 
determined  at  a  later  date  by  the  Controller. 

HU~       v:CUL,,TIOKS 

The  Health  Service  Board  through  its  Rules  and  Regulations  Committee  has  com- 
pletely rewritten  the  Rules  and  Regulations  for  the  System,  copies  of  which  were  sent 
to  the  Mayor's  Office,  the  Board  of  Supervisors  and  distributed  to  each  and  every  City 
employee  and  retired  member  through  their  respective  departments  and  organization. 

The  annual  Sign -Op,  or  the  opportunity  to  transfer  from  one  plan  of  the  Cysten 
to  another  has  been  made  more  flexible.  The  exemptions  from  Health  Service  coverage 
has  been  streamlined  and  the  rules  now  are  more  realistic.  Additional  improvements 
are  on  the  agenda  of  the  sub-committee  for  the  near  future  to  further  streamline 
procedures  making  it  simpler  for  the  employees  to  claim  their  exemptions. 
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CLAIro  DIVIoIG. 

There  exists  a  very  el6ae  control  in  the  claims  division  which  lias  proven 
beneficial  in  the  processing  and  payment  of  medical  claims.  A  very  definite  improve- 
ment has  been  made  in  the  past  year  in  the  evaluation  of  medical  claims.  The  close 
cooperation  with  the  San  fr^ncisco  Medical  Society,  the  equitable  Life  Assurance 
Society  (our  major  medical  carrier)  has  made  the  System's  job  easier  and  the  quality 
of  medical  billing  has  definitely  improved. 

Major  medical  payments  have  continued  to  be  substantial  and  more  members  and 
their  dependents  have  written  to  the  Board  and  to  the  System  expressing  their  thanks 
for  the  prompt  payment  of  such  claims  and  for  the  Board's  foresightedness  in  obtain- 
ing catastrophic  coverage  for  members  and  their  dependents. 

P'JBLIC   rfS/l  :ING 

In  accordance  with  Charter  provisions ,  a  public  hearing  was  held  in  January 
1967.  Members,  organizations  and  interested  people  were  there  to  present  their  views, 
comments  and  or  complaints  at  the  public  meeting.  Representatives  from  the  alternate 
plans  -  Plan  II,  Kaiser  Foundation  health  Plan;  Plan  IV,  Say  Medical  Group  and  the 

.table  Life  Assurance  Society,  have  made  the  System's  job  easier  and  they  were 
in  attendance  at  the  public  meeting  to  review  the  past  year  and  prepare  for  the 
future.  Our  actuary,  Mr.  Juan  B.  Rael,  Jr.,  presented  his  statistics  and  the 
President  of  the  Hoalth  Service  Board,  reviewed  the  activities  of  the  year.  The 
Executive  Director  and  the  Medical  Advisor  were  both  resent  to  answer  any  questions 
relative  to  the  operation  of  the  System. 

A  mere  handful  of  people  appeared  at  the  Board  of  Supervisors  committee  room  in 
January  1967  for  the  public  hearing.  Qnployee  organizations  thanked  the  Board  for 
the  efficient  operation  of  the  System  and  the  progress  made  in  the  past  year.  The 
Board  was  aaked  to  hold  down  costs  of  possible  and  not  increase  the  contribution 
rates.  The  Board  informed  the  organisations  they  would  do  thoir  utmost  to  keep 
costs  down  but  still  had  considered  increasing  benefits  and  explained  to  all  present 
the  plans  for  the  integration  of  the  System  with  Federal  'i'edicare".  The  passage 
of  proposition  'F'  in  November  1961  election  indicated  the  rates  would  be  held  down 
due  to  the  City  assuming  nore  of  the  costs. 

ACTUARIAL  STUDY 

An  actuarial  study  was  made  by  the  firm  of  liael-Letson,  and  was  reviewed  by  the 
Health  Service  Board  prior  to  its  adoption  and  the  ooard's  recommendations  for  pay- 
ment of  such  contractual  work.  The  actuarial  report  for  the  year  19oo-1967  was  sent 
to  your  Honor  for  review. 

SUGGESTIONS 


Notices  should  be  forthcoming  from  other  departments  when  employees  go  on  leave 
without  pay,  sick  leave,  resign  or  are  suspended.  It  makes  it  difficult  to  obtain 
money  froa  members  when  they  are  away  from  the  job  and  particularly  employees  of  the 
San  Frn cisoo  Unified  School  District  who  gt  on  maternity  leave,  child  care  leave 
and  never  return  to  their  positions.  It  is  sometimes  many  months  after  they  are 
away  whan  we  are  notified  by  the  Minutes  of  the  School  Board  that  they  have  resigned 
and  in  many  cases  the  monies  owed  to  the  System  are  lost.  Better  communications 
are  needed  in  these  cases  to  protect  the  City  on  lost  contributions  and  also  to 
protect  the  member  so  that  his  or  her  medical  claims  can  be  paid. 
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STATISTICS 

The  Health  Service  Board  has  •lived  within  ita  original  budget1  with  the 
following  exceptions: 

Revenues  estimated  by  the  oysters  for  the  Fiscal  Year  were  exceeded  by 
sooe  i>280,000  due  to  (1)  an  increase  in  membership  not  anticipated  when  the  budget 
was  prepared  (2)  a  decided  increase  in  dependents  and  families  through  marriages, 
births  and  additions  in  the  annual  sign-up  period  and  (3)  payment  of  delinquent 
contributions  by  those  on  leaves  without  pay  and  on  terminal  leaves.  The  ad.J.tional 
revenue  was  made  available  by  the  Controller  for  payment  of  medical  bills  incurred  in 
the  fiscal  year  and  which  will  be  paid  out  of  tids  available  money  in  the  ensuing 
fiscal  year.  This  is  a  continuing  operation  for  the  System  and  other  health  plans 
whereby  medical  bills  are  not  received  in  the  period  of  the  medical  service  but  in 
ensuing  months.  This  keeps  the  accounting  of  funds  accurate  and  statistics  can 
reflect  the  true  status  of  revenues  and  expenditures  by  charging  the  medical  payments 
against  the  period  of  service. 

CONCLUSION 

Payments  for  the  year  I966-I967  for  medical  claims  approximated  ik, 900,000.00. 
Plan  I  (city  plan)  payments  were  over  $2,000,000.00  for  the  basic  benefits  and 
$660,000.00  for  major  medical  catastrophic  benefits.  Plan  II,  Kaiser  Health  Plan 
received  in  excess  of  $2,100,000.00  while  Plan  IV,  Bay  Medical  Group,  received  over 
$100,000.00.  The  System  receive  in  excess  of  $200,000.00  in  direct  payments  over  the 
counter  representing  resigned  members,  their  dependents,  retired  members  who  are  unable 
to  pay  by  means  of  payroll  deduction  and  for  members  of  various  types  of  leaves  without 
pay*  The  Third  Party  Liens  accounted  for  some  $23,000.00  representing  monies  recovered 
by  the  System  where  other  medical  coverage  exists  on  accident  cases.  This  is  only  for 
Plan  I  basic,  as  Major  Medical  insurance  cannot  be  legally  subrogated.  It  is  contem- 
plated in  the  next  fiscal  year  that  a  change  will  be  made  in  the  Rules  and  Regulations 
deleting  the  Third  Party  Lien  rule  as  it  works  a  hardship  on  certain  members  and  is 
not  in  the  best  interests  of  the  members  to  continue  and  does  hurt  the  Health  Service 
System's  public  image. 

The  alternate  plans  -  ilan  II,  Kaiser  Foundation  Health  Plan,  Plan  IV,  Bay 
Medical  Group  and  Equitable  Life  Assurance  Society  (major  medical  carrier)  have  been 
paid  for  the  fiscal  year  1966-1967.  We  are  still  paying  for  Plan  I  basic  benefit 
claims  as  many  are  incurred  in  May  or  June  and  will  not  be  billed  until  July  or  even 
later. 

Finally,  the  three  plans  of  the  System  available  for  members  and  their  families 
provide  the  active  and  retired  employees  and  their  dependents  a  wide  choice  of  benefits 
within  the  financial  means  of  members  of  the  System. 

*'e  have  in  the  System  in  excess  of  56,000  members  and  their  dependents  and  with 
some  5,000  members  being  over  the  age  of  65  the  past  year  have  found  many  changes 
necessary  to  offer  supplemental  benefits  to  those  in  Medicare.  Many  changes  in  the 
coverage  under  all  plans  of  the  System  were  made  due  to  the  inception  of  the  Federal 
Medicare  and  the  Board  is  continually  reviewing  the  benefits  under  the  system  to 
incorporate  supplemental  benefits  to  Medicare  at  the  lowest  possible  premium.  The 
Board  at  this  time  has  changed  the  supplementation  to  iiedicare  which  revised  plan  will 
be  explored  and  commented  on  in  the  forthcoming  Annual  report  for  the  Fiscal  Year 
1967-1968. 


ectfully^submitted, 


;  y,   O'CONiNELL, 
August  8,  1967  JTIVB  JI 
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ANNUAL  REPORT  OF  THE  HEALTH  SERVICE  SYSTEM  1967-1968 

The  Health  Service  System  was  established  in  March  1937  by  Charter  Amendment 
and  has  been  in  full  operation  since  October  1938.  The  constitutionality  and 
legality  of  compulsory  membership  has  been  established  in  the  courts.  Throughout 
the  years  there  has  been  a  consistent  pattern  of  progressive  change  in  the  System 
with  improvements  in  benefits  for  members  and  their  dependents  and  necessary 
changes  in  contribution  rates  to  meet  the  increasing  costs  of  medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for  its 
members  for  services  by  doctors,  laboratories  and  hospitals.  Commencing  in  194-7 
three  additional  alternate  plans  of  medical  care  were  added:  Plan  I,  its  own 
Medical-Hospital  Planj  Plan  II,  the  Kaiser  Health  Foundation  Plan;  Plan  III, 
the  Ray  E.  Harris,  M.D.  and  Staff  Plan;  and  Plan  IV,  the  Bay  Medical  Plan. 
Dr.  Ray  E.  Harris,  administrator  of  Plan  III,  died  in  1964.  and  the  members  and 
dependents  in  that  plan  were  given  the  opportunity  of  transferring  to  one  of  the 
other  plans  of  the  System. 

Charter  Amendment  Proposition  'K'  was  approved  on  November  5,  1957  by  the 
electorate  and  ratified  on  February  5,  1958.  This  places  in  operation  changes  in 
the  Health  Service  System  which  were  the  outgrowth  of  the  efforts  of  the  Committee 
to  improve  the  Health  Service  System  and  the  1956  Committee  to  investigate  the 
Health  Service  System  appointed  by  His  Honor,  the  Mayor,  and  the  continued  efforts 
of  the  City  employees  and  employee  organizations  dedicated  to  providing  the  active  and 
retired  employees  of  the  City  of  San  Francisco  and  their  dependents  with  a  compre- 
hensive as  well  as  sound  plan  of  medical  and  hospital  benefits.  These  benefits 
provided  them  with  protection  against  exigencies  which  can  befall  anyone  at  any 
time  due  to  illness  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  Charter  provisions 
immediately  directed  its  attention  to  policy  matters  dealing  with  the  reorganization 
of  the  System  and  with  the  benefits  of  the  various  Plans  and  their  rate  structure. 

Again  in  November  1961  Proposition  'F'  was  submitted  to  the  people  and  was 
passed  by  a  substantial  vote.  This  proposition  provided  for  the  City  and  County 
of  San  Francisco  to  absorb  the  administrative  expense  of  the  Health  Service  System 
which  was  formerly  paid  by  employees  and  their  dependents.  An  additional  cost  of 
coverage  of  retired  members  was  also  defrayed  by  the  City  in  the  passage  of  Propo- 
sition 'F1.  This  feature  is  unique  in  health  coverage,  whereby  the  retired  member 
pays  the  same  amount  as  the  active  working  member  although  his  costs  are  actuarially 
computed  at  three  or  four  times  as  much. 

THE  HEALTH  SERVICE  BOARD 

The  present  Health  Service  Board  is  composed  of  the  following: 

Mr.  Frank  J.  Collins,  employee  member,  Department  of  Public  Works;  Mr.  Donald 
J.  McCook,  Insurance  Official,  West  Coast  Manager  of  the  Group  Division  of  the 
Aetna  Life  Insurance  Company;  Mr.  Thomas  A.  Toomey,  Deputy  City  Attorney; 
Abraham  Bernstein,  M.D.,  practicing  physician  and  surgeon,  appointed  by  His  Honor, 
the  Mayor,  as  was  Mr.  Donald  J.  McCook;  Mrs.  Dorothy  von  Beroldingen,  Chairman  of 
the  Finance  Committee  of  the  Board  of  Supervisors;  Mr.  Patrick  M.  Breen,  and  employee 
member  of  the  Recreation-Park  Department;  Mr.  Thomas  W.  McGrath,  an  employee  member 
of  the  Municipal  Railway.  Dr.  Abraham  Bernstein  is  currently  serving  as  President 
of  the  Board. 
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REORGANIZATION 

The  Health  Service  Board  continues  to  survey  the  needs  of  the  System  and  has 
done  so  through  committees  of  the  Board  who  report  back  to  the  full  Board  of  its 
recommendations.  The  financial  reports  are  audited  daily  by  the  Controller's  staff 
and  through  the  medium  of  the  Electronic  Data  Processing  System  whereby  each  trans- 
action must  be  cleared  through  programming.  Revised  tables  of  organization  have 
been  approved  and  show  the  positions  of  the  System  and  the  increase  needed  last  year 
for  the  added  responsibility  in  administering  the  Medicare  supplementation  to  the 
city's  retired  members  and  their  families. 

The  System  is  continuously  making  progress  under  the  new  regime  and  has  been 
paying  medical  bills  weekly  since  October  I960.  The  Medical  Advisor,  Dr.  James  T. 
Fitzgerald,  has  been  diligently  reviewing  claims  and  the  Board  is  well  pleased  with 
Dr.  Fitzgerald's  appointment.  Claims  continue  heavy  not  only  as  to  the  amounts 
involved  but  as  to  the  volumes  handled.  With  some  thousand  or  more  warrants  being 
sent  out  weekly,  the  filing  situation  is  becoming  cumbersome.   Each  processor  is 
responsible  for  processing  claims  assigned  by  the  Claims  Supervisor  and  the  filing 
is  being  accomplished  by  temporary  help.  The  filing  in  the  past  year  has  been 
accomplished  by  the  addition  of  Youth  Program  youngsters  and  the  System  has  been 
most  fortunate  in  getting  high  calibre  personnel  to  perform  this  function. 

MEMBERSHIP  DIVISION 

There  has  been  a  complete  reorganization  of  the  Membership  Division  necessi- 
tated by  promotions  and  due  to  others  leaving  city  service.  The  EDP  (Electronic 
Data  Processing)  concept  has  streamlined  certain  phases  of  membership  work  and  the 
program  continues  to  make  changes  month  by  month.  More  liason  work  exists  now 
between  the  Membership  Division  and  the  EDP  concept  and  closer  supervision  is  main- 
tained over  all  membership  programs. 

The  Executive  Director,  the  Head  Accountant  and  all  Membership  personnel  have 
been  subjected  to  courses  and  indoctrination  and  in  the  Electronic  Data  Processing 
concept  and  are  acquainted  with  certain  coding  and  special  work  performed  by  that 
unit  and  have  integrated  records  and  programs  with  the  EDP  program  changee. 

TABULATING  DIVISION 

The  Tabulating  Division  of  the  System  was  physically  transferred  to  the  EDP 
concept  in  the  Controller's  Office  in  April  1965  and  early  in  February  1966  the 
personnel  were  transferred  to  the  Controller's  payroll  and  removed  from  the  System's 
rolls.  The  budget  for  the  Fiscal  Year  1967-1968  when  being  prepared  showed  an  item 
for  transfer  of  funds  to  the  Controller  for  the  Health  Service  System's  share  of  the 
EDP  budget,  such  as  billing  accomplished  on  a  monthly  or  quarterly  basis  to  be 
determined  at  a  later  date  by  the  Controller. 

RJLE3AND  REGULATIONS 

The  Health  Service  Board  through  its  Rules  and  Regulations  Committee  has  com- 
pletely rewritten  the  Rules  and  Regulations  for  the  System,  copies  of  which  were  sent 
to  the  Mayor's  Office,  the  Board  of  Supervisors  and  distributed  to  each  and  every  city 
employee  and  retired  member  through  their  respective  departments  and  organization. 

The  annual  Sign-Up,  or  the  opportunity  to  transfer  from  one  plan  of  the  System 
to  another  has  been  made  more  flexible.  The  exemptions  from  Health  Service  coverage 
has  been  streamlined  and  the  rules  now  are  more  realistic.  Additional  improvements 
are  on  the  agenda  of  the  sub-committee  for  the  near  future  to  further  streamline 
procedures  making  it  simpler  for  the  employees  to  claim  their  exemptions. 
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CLAIMS  DIVISION 

There  exists  a  very  close  control  in  the  claims  division  which  has  proven 
beneficial  in  the  processing  and  payment  of  medical  claims.  A  very  definite  im- 
provement has  been  made  in  the  past  year  in  the  evaluation  of  medical  claims. 
The  close  cooperation  with  the  San  Francisco  Medical  Society,  the  Equitable  Life 
Assurance  Society  (our  major  medical  carrier)  has  made  the  System's  job  easier 
and  the  quality  of  medical  billing  has  definitely  improved. 

Major  medical  payments  have  continued  to  be  substantial  and  more  members  and 
their  dependents  have  written  to  the  Board  and  to  the  System  expressing  their  thanks 
for  the  prompt  payment  of  such  claims  and  for  the  Board's  foresightedness  in  obtain- 
ing catastrophic  coverage  for  members  and  their  dependents. 

PUBLIC  HEARING 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  January 
1969.  Members,  organizations  and  interested  people  were  there  to  present  their 
views,  comments  and  or  complaints  at  the  public  meeting.  Representatives  from  the 
alternate  plans  -  Plan  II,  Kaiser  Foundation  Health  Planj  Plan  IV,  Bay  Medical 
Group  and  the  Equitable  Life  Assurance  Society,  have  made  the  System's  job  easier 
and  they  were  in  attendance  at  the  public  meeting  to  review  the  past  year  and 
prepare  for  the  future.  Our  actuary,  Mr.  Juan  B.  Rael,  Jr.,  presented  his  statistics 
and  the  President  of  the  Health  Service  B  oard,  reviewed  the  activities  of  the  year. 
The  Executive  Director  and  the  Medical  Advisor  were  both  present  to  answer  any  ques- 
tions relative  to  the  operation  of  the  System. 

A  rier  handful  of  people  appeared  at  the  Board  of  Supervisors  committee  room  in 
January  1968  for  the  public  hearing.  Employee  organizations  thanked  the  Board  for 
the  efficient  operation  of  the  System  and  the  progress  made  in  the  past  year.  The 
Board  was  asked  to  hold  down  costs  if  possible  and  not  increase  the  contribution 
rates.  The  Board  Informed  the  organizations  they  would  do  their  utmost  to  keep 
costs  down  but  still  had  considered  increasing  benefits  and  explained  to  all  present 
the  plana  for  the  integration  of  the  System  with  Federal  "Medicare".  The  passage 
of  Proposition  'F'  in  November  1961  election  indicated  the  rates  would  be  held  down 
due  to  the  City  assuming  more  of  the  costs. 

ACTUARIAL  STUDY 

A  actuarial  study  was  made  by  the  firm  of  Rael-Letson,  and  was  reviewed  by  the 
Health  Service  Board  prior  to  its  adoption  and  the  Board's  recommendation  for  pay- 
ment of  such  contractual  work.  The  actuarial  report  for  the  year  1967-1968  was  sent 
to  your  Honor  for  review. 

SUGGESTIONS 

Notices  should  be  forthcoming  from  ether  departments  when  employees  go  on  leave 
without  pay,  sick  leave,  resign  or  are  suspended.  It  makes  it  difficult  to  obtain 
money  from  members  when  they  are  away  from  the  job  and  particularly  employees  of  the 
San  Francisco  Unified  School  District  who  go  on  maternity  leave,  child  care  leave 
and  never  return  to  their  positions.  It  is  sometimes  many  menths  after  they  are 
away  when  we  are  notified  by  the  Minutes  of  the  School  Board  that  they  have  resigned 
and  in  many  cases  the  monies  owed  to  the  System  are  lost.  Better  communications 
are  needed  in  these  cases  to  protect  the  City  on  lost  contributions  and  also  to 
protect  the  member  so  that  his  or  her  medical  claims  can  be  paid. 
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STATISTICS 

The  Health  Service  Board  has  'lived  within  its  original  budget'  with  the 
following  exceptions: 

Revenues  estimated  by  the  System  for  the  Fiscal  Tear  were  exceeded  due  to 

(1)  an  increase  in  membership  not  anticipated  when  the  budget  was  prepared 

(2)  a  decided  increase  in  dependents  and  families  through  marriages,  births  and 
additions  in  the  annual  sign-up  period  and  (3)  payment  of  delinquent  contributions 
by  those  on  leaves  without  pay  and  on  terminal  leaves.  The  additional  revenue  was 
made  available  by  the  Controller  for  payment  of  medical  bills  incurred  in  the  fiscal 
year  and  which  will  be  paid  out  of  this  available  money  in  the  ensuing  fiscal  year. 
This  is  a  continuing  operation  for  the  System  and  other  health  plans  whereby  medical 
bills  are  not  received  in  the  period  of  the  medical  service  but  in  ensuing  months. 
This  keeps  the  accounting  of  funds  accurate  and  statistics  can  reflect  the  true 
status  of  revenues  and  expenditures  by  charging  the  medical  payments  against  the 
period  of  service. 

CONCLUSION 

Payments  for  the  year  1967-1968  for  medical  claims  approximated  $5,700,000.00. 
Plan  I  (city  plan)  payments  were  over  $2,000,000,00  for  the  basic  benefits  and 
$760,000.00  for  major  medical  catastrophic  benefits.  Plan  II,  Kaiser  Health  Plan 
received  in  excess  of  $2,600,000.00  while  Plan  17,  Bay  Medical  Group,  received  over 
$123,000.00.  The  System  receives  in  excess  of  $200,000.00  in  direct  payments  over  the 
counter  representing  resigned  members,  their  dependents,  retired  members  who  are  unable 
to  pay  by  means  of  payroll  deduction  and  for  members  of  various  types  of  leaves  without 
pay.  The  Third  Party  Liens  accounted  for  some  $10,000.00  representing  monies  recovered 
by  the  System  where  other  medical  coverage  exists  on  accident  cases.  This  is  only  for 
Plan  I  basic,  as  Major  Medical  insurance  cannot  be  legally  subrogated.  Third  Party 
Liens  were  discontinued  in  July  in  the  best  interests  of  the  System  and  its  membership. 

The  alternate  plans  -  Plan  II,  Kaiser  Foundation  Health  Plan,  Plan  IV,  Bay 
Medical  Group  and  Equitable  Life  Assurance  Society  (Major  Medical  carrier)  have  been 
paid  for  the  fiscal  year  1967-1968.  We  are  still  paying  for  Plan  I  basic  benefit 
claims  as  many  are  incurred  in  May  or  June  and  will  not  be  billed  until  July  or  even 

ipofl&vtnb  jf\  ■ 

Finally,  the  three  plans  of  the  System  available  for  members  and  their  families 

provide  the  active  and  retired  employees  and  their  dependents  a  wide  choice  of  benefits 
within  the  financial  means  of  tiembers  of  the  System. 

1  ■''■■■'■  ktmrxiXy   the  ivt.       «r 

We  have  in  the  System  in  excess  of  60,000  members  and  their  dependents  and  with 
some  5,000  members  being  over  the  age  of  65  the  past  year  have  found  many  changes 
necessary  to  offer  supplemental  benefits  to  those  in  Medicare.  Many  changes  in  the 
coverage  -under  all  plans  of  the  System  were  made  due  to  the  inception  of  the  Federal 
Medicare  and  the  Board  is  continually  reviewing  the  benefits  under  the  System  to 
incorporate  supplemental  benefits  to  Medicare  at  the  lowest  possible  premium.  The 
Board  at  this  time  has  changed  the  supplementation  to  Medicare  which  revised  plan 
will  be  explored  and  commented  on  in  the  forthcoming  Annual  Report  for  the  Fiscal 
Year  1968-1969 


Respectfully  submitted, 


LTLE  J.  0'CONNELL 
August  23,  1968  EXECUTIVE  DIRECTOR 
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The  Health  Service  System  was  established  in  March  1937  by  Charter  Amendment  and 
has  been  In  full  operation  since  October  1938*  The  constitutionality  and  legality 
of  compulsory  moabership  has  been  established  in  the  courts.  "Throughout  the  years 
there  has  been  a  consistent  pattern  of  progressive  change  in  the  System  with 
improvements  in  benefits  for  manners  and  their  dependents  and  necessary  changes  in 
contribution  rates  to  meet  the  increasing  costs  of  medical  services* 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for  its 
members  for  services  by  doctors*  laboratories  and  hospitals.  0— dag  in  194? 
three  additional  alternate  plans  of  medical  care  were  added:  Flan  I,  its  own 
Medical-Hospital  Plan;  Plan  II,  the  Kaiser  Health  Foundation  Plan;  Plan  in,  the 
Ray  S.  Harris,  M.D.  and  Staff  Plan;  and  Plan  IV,  the  Bay  Medical  Plan.  Or.  Ray  E. 
Harris,  administrator  of  Plan  III,  died  in  1964  and  the  members  and  dependents  in 
that  plan  were  given  the  opportunity  of  transferring  to  one  of  the  other  plans  of 
the  System. 

Charter  Amendment  Proposition  *K*  was  approved  on  November  5,  1957  by  the  electorate 
and  ratified  on  February  5>  1953.  This  places  in  operation  changes  in  the  Health 
Service  System  which  were  the  outgrowth  of  the  efforts  of  the  Cossdttee  to  improve 
the  Health  Service  System  and  the  1956  Committee  to  investigate  the  Health  Service 
System  appointed  by  His  Honor,  the  Mayor,  and  the  continued  efforts  of  City 
employees  and  employee  organizations  dedicated  to  providing  the  active  and  retired 
employees  of  the  City  of  San  Francisco  and  their  dependents  with  a  comprehensive 
as  well  as  sound  plan  of  medical  and  hospital  benefits.  These  benefits  provided 
them  with  protection  against  exigencies  which  can  befall  anyone  at  any  tine  due  to 
illness  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  Charter  provisions 
immediately  directed  its  attention  to  policy  matters  dealing  with  the  reorganisation 
of  the  System  and  with  the  benefits  of  the  various  Plans  and  their  rate  structure* 

Again  in  November  1969  Proposition  •?•  was  submitted  to  the  people  and  was  passed 
by  a  substantial  vote.  This  proposition  provided  for  the  City  and  County  of 
San  Francisco  to  absorb  the  administrative  expense  of  the  Health  Service  System 
which  was  formerly  paid  by  employees  and  their  dependents*  An  additional  cost  of 
coverage  of  retired  members  was  also  defrayed  by  the  City  in  the  passage  of  Propo- 
sition •Fl.  This  feature  is  unique  in  health  coverage,  whereby  the  retired  member 
pays  the  same  amount  as  the  active  working  member  although  his  costs  are  actuarially 
computed  at  three  or  four  times  as  much. 

The  Health  Service  Board  was  requested  early  in  December  1968  to  consider  the 
inclusion  of  California  Physicians1  Service.  Several  hundred  employees  signified 
their  desire  to  have  this  new  program,  and  it  was  adopted  by  the  Health  Service 
Board  to  become  effective  July  1,  1969*  Some  six  thousand  are  now  enrolled  in  the 
new  plan. 

W  BBfflf  3STOP  KM® 
The  present  Health  Service  Board  is  composed  of  the  following* 

Mr.  Frank  J.  Collins,  employee  member,  Department  of  Public  Works?  Mr*  Donald  J, 
ffcCook,  Insurance  Official,  West;  Coast  Kaaogor  of  the  Group  Division  of  the  Aetna 


uife  Insuroaco  Conipanyj  Mr.  Thomas  A.  Tocsaey,  Deputy  City  Attorney;  Abraham 
Boraatein,  M.D.,  practicing  physician  and  surgeon,  appointed  by  His  Honor,  the 
Mayor,  as  was  Mr.  Donald  J.  McCcok;  Mrs .  Dorothy  von  Beroldingen,  Chairman  of 
the  Finance  Committee  of  the  Board  of  Supervisors;  Mr.  Patrick  M.  Breen,  an 
employee  member  of  the  Recreation-Park  Iiopartmantj  Mr.  Thomas  V.  McQrath,  an 
employee  member  of  the  Municipal  Railway.  Dr.  Abraham  Bernstein  is  currently 
serving  as  President  of  the  Board  for  the  second  tern. 

The  Health  Service  Board  continues  to  survey  the  needs  of  the  System  and  has  done 
so  through  committees  of  the  Board  who  report  back  to  the  full  Board  of  its 
recommendations.  The  financial  reports  are  audited  daily  by  the  Controller's 
staff  and  through  the  medium  of  the  Electronic  Data  Processing  System  whereby  each 
transaction  must  be  cleared  through  proijranalag.  Revised  tables  of  organization 
have  been  approved  and  show  the  position  of  the  System  and  the  increase  needed 
last  year  for  the  added  responsibility  in  administering  the  Medicare  supplement- 
ation to  the  city's  retired  ambers  and  their  families* 

The  System  is  continuously  Broking  progress  under  the  new  regime  and  has  been 
paying  medical  bills  weekly  since  October  I960.  The  Medical  Advisor,  Dr.  James  T. 
Fitzgerald,  has  been  diligently  reviewing  claims  and  the  Board  is  well  pleased  with 
Dr,   Fitzgerald's  appointment.  Claims  continue  heavy  not  only  as  to  the  amounts 
involved  but  as  to  the  volumes  handled.  With  some  thousand  or  more  warrants  being 
sent  out  weekly,  the  filing  situation  is  becoming  cumbersome.  Each  processor  is 
responsible  for  processing  claims  assigned  by  the  Claims  Supervisor  and  the  filing 
is  being  accomplished  by  temporary  help.  The  filing  in  the  past  year  has  been 
accomplished  by  the  addition  of  Youth  Program  youngsters  and  the  System  has  been 
most  fortunate  in  getting  high  calibre  personnel  to  perform  this  function* 

—am  mcum 

There  has  been  a  complete  reorganization  of  the  Membership  Division  necessitated 
by  promotions  and  due  to  others  leaving  city  service.  The  EDP  (Electronic  Data 
Processing)  concept  has  streamlined  certain  phases  of  membership  work  and  the 
program  continues  to  make  changes  month  by  month.  More  liason  work  exists  now 
between  the  Membership  Division  end  the  EDP  concept  and  closer  supervision  is 
maintained  over  all  membership  programs* 

The  Sascutive  Director,  the  Head  Accountant  and  all  Membership  personnel  have 
been  subjected  to  courses  and  indoctrination  and  in  the  Electronic  Data  Processing 
concept  and  are  acquainted  with  certain  coding  and  special  work  performed  by  that 
unit  and  have  integrated  records  and  programs  with  the  EDP  program  changes. 

Acre  m  mwws 

The  Health  Service  Board  through  its  Rules  and  Regulations  Committee  has  completely 
rewritten  the  Rules  and  Regulations  for  the  System,  copies  of  which  wore  sent  to 
the  Mayor's  Office,  the  Board  of  Supervisors  and  distributed  to  each  department 
and  organization* 

The  annual  Sign-Up,  or  the  opportunity  to  transfer  from  one  plan  of  the  System  to 
another  has  been  made  sore  flexible.  The  exemptions  from  Health  Service  coverage 
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have  bean  streamlined  one  the  rules  now  are  more  realistic.  Improvement  was  made 
late  in  1966  to  streamline  the  exemption  program,  making  it  more  simpler  for 
members  to  declare  their  exemptions. 

CLAIMS  DIVISIOM 

There  exists  a  very  close  control  in  the  claims  division  which  has  proven  beneficial 
in  the  processing  and  payment  of  medical  claims.  A  vory  definite  improvement  has 
been  made  in  the  past  year  in  the  evaluation  of  medical  claims.  The  dose  eoopeiv 
ation  with  the  San  Francisco  Medical  Society,  the  Equitable  Life  Assurance  Society 
(our  major  medical  carrier)  has  made  the  System's  job  easier  and  the  quality  of 
medical  billing  has  definitely  improved. 

Major  medical  payments  have  continued  to  be  substantial  and  more  members  and  their 
dependents  have  written  to  the  Board  and  to  the  System  expressing  their  thanks  for 
the  prompt  payment  of  such  claims  and  for  the  Board's  foreeightedness  in  obtaining 
catastrophic  coverage  for  members  and  their  dependents. 

BBffl  BUM 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  January  1969. 
Members,  organizations  and  interested  people  were  there  to  present  their  views, 
comments  and/or  ceasplainta  at  the  public  meeting.  Representatives  from  the 
alternate  plans  -  Flan  II,  Kaiser  Foundation  Health  Flan;  Flan  IV,  Bay  Medical 
Group, and  the  Equitable  Life  Assurance  Society,  have  made  the  System's  job  easier 
and  they  were  in  attendance  at  the  public  meeting  to  review  the  past  year  and 
prepare  for  the  future.  Cur  actuary,  Mr.  Juan  B.  Rael,  Jr.,  presented  his 
statistics  and  the  President  of  the  Health  Service  Board,  reviewed  the  activities 
of  the  year.  The  Executive  Director  and  the  Medical  Advisor  were  both  present  to 
answer  any  questions  relative  to  the  operation  of  the  System. 

A  mere  handful  of  people  appeared  at  the  Board  of  Supervisors  committee  room  in 
January  1969  for  the  public  hearing.  Employee  organizations  thanked  the  Board  for 
the  efficient  operation  of  the  System  and  the  progress  made  in  the  past  year.  The 
Board  was  asked  to  hold  down  costs  if  possible  and  not  increase  the  contribution 
rates.  The  Board  informed  the  organisations  they  would  do  their  utmost  to  keep 
costs  down  but  still  had  considered  increasing  benefits  and  explained  to  all  present 
the  plans  for  the  integration  of  the  System  with  Federal  "Medicare" .  The  passage 
of  Proposition  »F»  in  Hovember  1961  election  indicated  the  rates  would  be  held  down 
due  to  the  City  aftog  more  of  the  costs. 

tfWAflifo  grow 

An  actuarial  study  was  made  by  the  firm  of  Raol-Letson,  and  was  reviewed  by  the 
Health  Service  Board  prior  to  its  adoption  and  the  Board's  recommendation  for  pay- 
ment of  such  contractual  work.  The  actuarial  report  for  the  year  1968-1969  was 
sent  to  your  Honor  for  review. 

Notices  should  be  forthcoming  from  other  departments  when  employees  go  on  leave 
without  pay,  sick  leave,  resign  or  are  suspended.  It  makes  it  difficult  to  obtain 
money  from  members  when  they  are  away  from  the  job  and  particularly  employees  of 


the  San  frondseo  Unified  School  District  who  go  on  maternity  leave,  chile:  cam  leave 
and  never  return  to  their  positions*  It  ia  sometimes  many  norths  after  they  are  away 
when  we  are  notified  hy  the  Minutes  of  the  School  Board  that  they  have  resigned  and 
in  many  cases  the  monies  owed  to  tho  Astern  are  lost*  Better  communications  are 
needed  in  these  oases  to  protect  the  City  on  lost  contributions  and  also  to  protect 
the  member  so  that  hia  or  her  medical  d  aims  can  be  paid. 

ST^ir>TICS 

The  Health  Service  Board  has  'lived  within  its  original  budget*  with  the  following 
exceptions  J 

Revenues  estimated  by  the  Systas  for  tho  Fiscal  Year  were  exceeded  due  to  (l)  an 
increase  in  membership  not  anticipated  when  the  budget  was  prepared  (2)  a  decided 
increase  in  dependents  and  families  through  marriages,  births  and  additions  in  the 
annual  sign-up  period  and  (3)  psymiMt  of  delinquent  contributions  by  those  on  leaves 
without  pay  and  on  terminal  leaves.  The  additional  revenue  was  made  available  by 
the  Controller  for  payment  of  medical  bills  incurred  in  the  fiscal  year  and  which 
will  be  paid  out  of  this  available  money  in  the  ensuing  fiscal  year.  This  is  a 
continuing  operation  for  the  fystem  and  other  health  plans  whereby  medical  bills 
are  not  received  in  the  period  of  tho  medical  service  but  in  ensuing  months.  This 
keeps  the  accounting  of  funds  accurate  and  statistics  can  reflect  the  true  status 
of  revenues  and  expenditures  by  charging  the  medical  payments  against  the  period 
of  service. 

Payments  for  the  year  1963-1969  for  medical  claims  approximated  «6, 200, 000,00. 
Plan  I  (City  plan;  payments  were  over  $2,000,000.00  for  the  basic  benefits  and 
$850,000.00  for  major  medical  catastrophic  benefits.  Plan  II,  Kaiser  Health  Plan 
received  in  excess  of  $2,900,000.00  while  Plan  IV,  Bay  Medical  Group,  received  over 
$127,000.00.  The  System  receives  in  excess  of  §200,000.00  in  direct  payments  over 
the  counter  representing  resigned  members,  their  dependents,  retired  members  who 
are  unable  to  pay  by  means  of  payroll  deduction  and  for  members  of  various  typos  of 
leaves  without  pay. 

The  alternate  plana  -  Plan  II,  Kaiser  Foundation  Health  Plan,  Plan  IV,  Bay  Medical 
Croup  and  Equitable  life  Assurance  Society  (major  medical  carrier)  have  been  paid  for 
the  fiscal  year  1963-1969.  We  are  still  paying  for  Plan  I  basic  benefit  claims  as 
many  are  incurred  in  May  or  June  and  will  not  be  billed  until  July  or  even  later. 

Finally,  the  four  plans  of  the  System  available  for  members  and  their  families  provide 
the  active  and  retired  employees  and  their  dependents  a  wide  choice  of  benefits  within 
the  financial  means  of  members  of  the  System. 


We  have  in  the  System  in  excess  of  60,000  members  and  their  dependents  and  with 
5,000  members  being  over  tha  age  of  65  the  past  year  have  found  many  changes  necessary 
to  offer  supplemental  benefits  to  those  in  Medicare.  Many  changes  in  the  coverage 
under  all  plans  of  the  System  were  made  due  to  the  inception  of  the  Federal  Medicare 
and  the  Board  is  continually  reviewing  the  benefits  under  the  System  to  incorporate 
supplcBsntal  benefits  to  Medicare  at  the  lowest  possible  preadUBU  Tho  Board  at  this 
time  has  changed  the  supplementation  to  Medicare  which  revised  plan  will  be  explored 
and  commented  on  in  the  forthcoming  Annual  Report  for  the  Fiscal  Year  1969-1970. 

Bespectfully  submitted, 

September  JUL.  1969  ,       tW  J.   0»COM 

""  4  *  SXBCUTIVS  DISCTOR 
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ANNUAL  REPORT  OF   THE  HEALTH   SERVICE  SYSTEM 
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FISCAL  YEARS    1969-1970 

19  taQ-lQ SAN    FRANCISCO 

I      I  "°     '  '  U  PUBLIC  LIBRARY 

The  Health  Service  System  was  established  in  March  1937  by  Charter 
Amendment  and  has  been  in  full  operation  since  October  1938.   The 
constitutionality  and  legality  of  compulsory  membership  has  been 
established  in  the  courts.   Throughout  the  years  there  has  been  a 
consistent  pattern  of  progressive  change  in  the  System  with  many 
improvements  in  benefits  for  members  and  their  dependents  and 
the  necessary  changes  in  contribution  rates  to  meet  the  increasing 
costs  of  medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System 
fcr  its  members  by  doctors,  laboratories  and  hospitals.   Commencing 
ir  19^-7  three  additional  plans  for  medical  care  were  added:  Plan 
II,  Kaiser  Foundation  Health  Plan:  Plan  III ,HayLE*Harris,  adminis- 
trator of  the  Plan,  who  subsequently  died  in  1964  and  the  members 
of  that  plan  were  afforded  the  opportunity  of  transfering  to  any 
of  the  existing  plans  of  the  System.   The  third  plan  to  be  added 
ir  1947  was  Bay  Medical  Group,  known  as  Plan  IV.  These  added 
medical  plans  rounded  out  a  well  diversified  medical  coverage  along 
with  our  own  Plan  I,  known  as  the  City  plan. 

Charter  Amendment  proposition  'K'  was  approved  by  the  voters  on 
November  5*1957  and  ratified  on  February  5,1958.   This  charter 
amendment  places  changes  in  the  System  and  were  the  outgrowth  of 
the  efforts  of  the  Committee  to  improve  the  System  and  in  1958  a 
Committee  was  appointed  by  His  Honor,  the  Mayor  to  investigate  the 
Health  Service  System.   The  Committee,  the  members,  the  employee 
organizations  dedicated  themselves  to  provide  the  active  and  retired 
employees  of  the  City  and  County  of  San  Francisco  and  their  depend- 
ents with  a  comprehensive  as  well  as  sound  plan  of  medical  and 
hospital  benefits.   These  benefits  provided  them  with  protection 
against  emergencies  and  other  exigencies  which  can  befall  anyone 
at  any  time  due  to  illness  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  provis- 
ions immediately  directed  its  attention  to  policy  matters  dealing 
with  the  re-organization  of  the  System  and  with  the  benefits  of 
the  various  plans  and  their  rate  structures. 

Again  in  November  1969  proposition  ' F'  was  submitted  to  the  people 
and  was  passed  by  a  substantial  vote.   This  proposition  provided 
for  the  City  and  County  of  San  Francisco  to  absorb  the  administrative 
expense  of  the  Health  Service  System  which  was  formerly  paid  by 
employees  and  their  dependents.   An  additional  cost  of  coverage 
of  retired  employees  was  also  defrayed  by  the  City  in  the  passage 
of  proposition  'F'.   This  feature  is  unique  in  health  coverage, 
whereby  the  retired  member  pays  the  same  amount  as  the  active 
working  member  although  his  costs  are  actuarially  computed  at  three 
or  four  times  as  much. 

The  Health  Service  Board  was  requested  early  in  December  1968  to 
consider  the  inclusion  of  California  Physicians'  Service  as  a  new 
plan.   Several  hundred  employees  signified  their  desire  to  have 
this  new  medical  program,  and  it  was  adopted  by  the  Health  Service 
Board  to  become  effective  July  1,1969.   Some  six  thousand  are  now 
enrolled  in  the  new  plan  as  of  this  reporting  date. 
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Tiifc  HEALTH   SERVICE  BOARD 

The  nresent  Health  Service  Board  is  composed  of  the  following: 
Mr.  -^rank  J.  Collins,  employee  member,  Department  of  Public  Works: 
Mr.  Thomas  A.  Toomey,  Deputy  City  Attorney,  representing  the 
City  Attorney,  Thomas  M.  0 'Connor, : Abraham  Bernstein,  M.D.  a 
practicing  physician  and  surgeon,  appointed  by  His  Honor,  the  Mayor: 
Mrs.  Dorothy  von  Beroldingen,  Chairman  of  the  Finance  Committee  of 
the  Board  of  Supervisors:  Mr.  Patrick  M.  Breen,  an  employee  of 
the  Recreation  and  Park  Department,  newly  elected  President  of  the 
Board  on  May  15,1970,  replacing  Dr.  Abraham  Bernstein,  who  served 
two  terms  as  President:  Mr.  Thomas  W.  Mc  Grath,  an  employee  member, 
representing  the  Municipal  Railway.   Mr.  Donald  J.  Mc  Cook,  an 
insurance  official  of  the  Aetna  Life  Insurance  Company  served  until 
May  1970,  an  appointee  of  His  Honor,  the  Mayor:  and  was  replaced  at 
a  later  date  by  Robert  E.  Hassing,an  insurance  executive,  appointed 
by  His  Honor  the  Mayor  for  a  five  year  term. 

REORGANIZATION 

The  Health  Service  Board  continues  to  survey  the  needs  of  the 
System  and  has  done  so  through  its  committee  structure.   The  various 
committees  meet  at  the  call  of  the  chair,  and  report  back  to  the 
full  Board  at  the  regular  or  special  Board  meetings.   The  financial 
reports  are  audited  daily  by  the  Controller's  staff  and  through 
the  media  of  the  Data  Processing  Center  each  transaction  must  be 
approved  and  cleared  through  comprehensive  programming.   Revised 
tables  or  organization  have  been  approved  and  show  the  position 
of  the  System  and  the  increases  need  to  operate  with  the  added 
responsibility  of  administering  the  Medicare  supplementation  to 
the  city's  retired  members  and  their  families. 

The  System  is  continuously  making  progress  under  the  new  regime 
and  has  been  paying  medical  bills  on  a  weekly  basis  since  Qctober 
I960.   The  Medical  Advisor,  Dr.  James  T.  Fifczgerald,  has  been 
diligently  reviewing  medical  claims  and  the  Board  is  well  pleased 
with  Dr.  Fitzgerald's  appointment.   The  volume  of  claims  has 
considerably  increased  in  the  past  year  both  as  to  the  number  of 
claims  and  the  dollar  amount.   With  some  thousand  or  more  warrants 
being  sent  out  weekly,  the  filing  situation  in  the  office  is 
becoming  quite  cumbersome.   Each  processor  is  responsible  for 
the  processing  of  claims  assigned  by  the  Claims  Supervisor  and 
filing  is  accomplished  by  means  of  temporary  help  and  or  the  use 
Df  overtime  funds.   Filing  inx  the  past  year  was  augmented  by 
usingYouth  Program  younsters  and  the  System  has  been  most  for- 
tunate in  obtaining  high  calibre  personnel  to  perform  and  learn 
this  function. 

MEMBERSHIP  DIVISION 

There  has  been  a  complete  reorganiaztion  of  the  Membership  Divis- 
ion necessitated  by  promotion  and  due  to  other  employees  leaving 
city  service.   The  Data  Processing  Center  has  helped  to  stream- 
line certain  membership  functions  and  each  year  new  inovations 
are  put  into  practice.   A  weekly  screening  committee  meeting  is 
held  with  the  personnel  of  the  Data  Processing  Center  to  be 
briefed1  and  to  make  recommendation  for  the  successful  operation 
of  the  electronic  data  as  pertains  to  the  Health  Service  System. 
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The  Executive  Director, Head  Accountant  and  all  of  the  staff  of  the 
Membership  Division  have  been  subjected  to  courses  and  indoctrination 
in  the  Data  1  recessing  program  and  are  acquainted  with  certain 
codings  and  special  work  performed  by  that  unit  and  have  integrated 
records  and  programs  with  the  Electronic  Data  changes. 

RULES  AND  REGULATIONS 


The  Health  Service  Board  through  its  Rules  and  Regulations  Committee, 
has  completely  re-written  the  Rules  and  Regulations  for  the  System, 
copies  of  which  were  sent  to  the  Mayor's  Office,  the  Board  of 
Supervisors  and  distributed  to  each  department  and  organisation. 
In  addition  thereto,  some  forty  thousand  (40,000)  cards  were  printed, 
both  sides,  excerpting  main  rules  of  the  System  for  handy  reference. 
These  cards  fit  neatly  in  purses  and  wallets  and  are  readily  access- 
ible for  immediate  review. 

The  open  period  or  annual  Sign-up,  the  opportunity  to  transfer  from 
pne  plan  of  the  System  to  another,  to  declare  an  exemption  or  to 
lift  an  exemption  in  effect  and  enter  a  plan  has  this  year  been 

'made  more  flexible.   Exemptions  are  now  handled  on  a  more  realistic 
basis.   Once  granted  by  the  Board  it  is  delcared  permanent  and 
remains  in  effect  until  lifted,  which  can  only  be  done  during  the 
annual  sing-up,  May  of  each  year.   There  is  one  exepetion  to  the 
exemption  rule,  that  of  an  exemption  for  religious  reasons,  which 
under  the  Charter  must  be  renewed  annually.   However,  this  does 

^ot  present  a  problem  for  there  are  only  thirty  one  of  these  types 

'out  of  a  total  of  2,100  exemptions. 

CLAIMS  DIVISION 

There  exists  a  very  close  control  in  the  claims  division  which  has 
/proven  beneficial  in  the  processing  and  payment  of  medical  claims. 
The  process  clerks  are  being  moved  about  in  the  claims  division  and 
this  is  an  ideal  situation  from  an  accounting  stand-point.  They 
dont  become  too  familiar  with  certain  patients  files  and  this 
procedure  was  started  early  in  the  year,  prepartory  to  an  audit 
by  an  outside  Certified  Accounting  firm.   This  closesness  in  claims 
activity  is  further  supplemented  by  an  excellent  working  arrange- 
ment with  the  Equitable  Life  Assurance  Society,  our  carrier  for 
the  Major  Medical  portion  of  our  program.  The  liason  with  the  San 
Francisco  Medical  Society  and  the  California  Medical  Association 
is  one  with  mutual  benefits  and  we  call  on  both  of  these  organ- 
izations from  time  to  time  for  advice  and  referral. 

Payment  of  claims  under  the  Major  Medical  or  catastrohic  portion 
of  flan  I  have  continued  to  be  substantial  and  more  members  and 
their  dependents  have  written  to  the  Board  and  to  the  staff  expres- 
sing their  thanks  for  the  prompt  payment  of  such  claims  and  for 
the  Board's  foresightedness  in  obtaining  this  coverage  for  them. 
The  claims  are  unusually  higher  this  past  year  as  the  Board  had 
reduced  the  corridor  of  deductible  from  the  $100  deductible  to  one 
of  $75*   The  Board  also  changed  the  life-time  limit  in  May  to 
$40,000  from  the  present  $20,000,  however  this  will  not  be  put  into 
effect  until  July  1,1970. 


PUBLIC  HEARING 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in 
January  1970.   Members,  organizations  and  interested  people  were 
present  to  offer  comments,  criticisms,  and  or  complaints  nt  the 
public  meeting.   Representatives  from  the  alternate  plans,  namely 
Kaiser  Health  Plan,  California  Physicians'  Service,  Bay  radical  and 
from  the  Equitable  Life  Assurance  Society  were  in  attendances  at 
the  meeting  to  review  the  past  year  and  preview  the  year  ahead.  They 
Were  available  for  questions,  however  after  the  Board  reviewed  the 
year  in  detail  and  the  actuary  made  his  remarks  the  meeting  adjourned 
early  as  those  present  seemed  to  be  satisfied  with  the  operations 
of  the  System. 

The  Executive  Director  was  called  on  to  answer  general  questions  and 
more  detailed  data  was  referred  to  him  at  his  staff  location. 

Employee  organizations  thanked  the  Board  for  the  efficient  operation 
of  the  staff  of  the  System  and  the  Board  for  considering  many  of  the 
improvements  recommended.  The  main  discussion  was  to  keep  costs  down 
if  possible,  however  it  was  the  opinion  of  all  present  that  medical 
costs  were  soaring  and  with  benefits  being  improved  the  members 
could  look  for  a  substantial  increase  in  all  plans. 

ACTUARIAL  STUDY 

An  actuarial  study  was  made  by  the  firm  of  Rael-Letson,  and  was 
reviewed  by  the  Health  Service  Board  prior  to  its  adoption  and  the 
Blard's  recommendation  for  payment  of  such  contractual  work.  The 
actuarial  report  for  the  year  1969-1970  was  sent  to  your  Honor 
for  review. 

SUGGESTIONS 

The  Health  Service  Board  has  considered  for  some  time  the  taking 
over  of  the  Major  Medical  program  either  in  total  or  in  part. 
The  retention  and  costs  of  operating  the  major  medical  amount  to 
some  $60,000  annually  in  premiums.   Should  the  Board  feel  it 
would  be  profitable  and  possible  from  a  premium  savings  outlook, 
it  would  need  the  assurance  of  the  Mayor  and  the  Board  of  Super- 
visors that  additional  positions  would  be  established,  with 
desks  and  typewriters  for  each  at  a  cost  of  less  than  half  of 
what  is  now  being  paid  for  handling  of  claims  by  an  independent 
insurance  carrier. 

The  Board  is  also  contemplating  a  dental  program  and  could  handle 
the  payment  of  claims  at  the  same  time  as  other  medical  claims, 
again  with  the  same  proviso  that  it  would  be  less  expensive  to 
handle  this  program  ourselves  than  to  contract  the  program  out  to 
a  carrier.   This  would  require  an  additional  processor  or  two 
and  would  be  an  added  improvement  in  the  coverage  for  employees 
and  their  dependents. 

Better  communications  between  departments  has  been  a  sore  spot  for 
years  and  a  central  office  for  mailing  and  for  publishing  of  memo- 
randums, changes  of  address  of  employees  would  greatly  help  not 
only  the  Health  Service  System  but  eliminate  a  'bottle-neck'  that 
now  exists  in  all  departments  of  city  government. 

It  is  sometimes  months  before  the  System  is  informed  of  deaths, 
lay-offs,  military  duty  and  leaves  without  pay  and  is  difficult 
when  members  are  in  arrears  in  dues  to  get  full  medical  coverage. 
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STATISTICS 

The  Health  Service  System  has  done  well  to  live  within  its  budget. 
The  revenues  estimated  when  the  budget  was  prepared  was  exceed  by 
actual  revnue  by  some  $40,000.   However  at  the  same  time  the  claims 
to  be  paid  were  under-estimated  by  some  $100,000  due  to  the  increase 
in  members  and  families  in  the  year  past,  not  anticipated  when  the 
budget  was  prepared  and  the  higher  cost  of  medical  coverage  brought 
about  by  strikes  and  hospital  costs  going  sky-high.  Sufficient 
reserve  is  maintained  to  pay  claims  in  the  ensuing  year  that  were 
attributable  to  1969-1970.   The  System  must  maintain  such  a  reserve 
for  its  insurance  policy  is  unique  in  that  claims  that  are  up  to 
a  year  old  will  be  paid  whereas  most  insurance  companies  cut  off 
at  three  months  and  most  at  six,  none  going  for  a  full  years  medical 
coverage  from  inception  of  services. 

CONCLUSION 

Payments  for  the  year  1969-1970  for  medical  claims  approximated 
$7, 560, 000.   Plan  I  (city  plan)  payments  were  over  $2, 190,000 
for  the  basic  benefits  and  $806,000  for  major  medical  catastrophic 
benefits.   Base  benefits  increased  by  24%  while  major  medical 
premiums  decreased,  mainly  due  to  the  improvements  in  the  plan 
in  the  basic  phase  rather  than  the  major  medical  concept.   Plan  II, 
Kaiser  Health  Plan  contract  payments  totalled  over  $3,400,000,  up 
$500,000  from  last  year:  Plan  III,  California  Physicians  Service 
contraxt  payments  represented  an  outlay  of  $1,025,000  in  the  plans 
first  year  of  operation  as  a  city  plan  and  Bay  Medical,  Plan  IV, 
was  a  total  of  $145,000  an  increase  of  some  $18,000  over  last 
year.  The  System  has  in  excess  of  800  members  who  pay  direct 
month  by  month,  not  currently  being  on  a  city  payroll  or  haveing 
resigned  and  paying  by  check  monthly  for  benefits.   The  exact  amount 
taken  in  by  direct  pay  is  not  known  as  this  is  now  all  infiltrated 
throught  the  Electronic  Data  unit  of  the  Controller. 

The  four  plans  of  the  System  made  available  for  members  and  their 
families  provide  the  active  and  retired  employees  and  their  dependents 
with  a  wide  choice  of  benefits  within  the  financial  means  of  the 
members  of  the  System.   Great  strides  have  been  made  in  the  program- 
ming of  benefits  for  retired  members  in  Medicare  and  the  Board  is 
continuously  reviewing  legislation  to  further  aid  these  members 
who  gave  dedicated  years  to  city  government. 

There  is  at  present  in  the  System  in  excess  of  65,000  members 
and  dependents,  an  increase  of  2,500  over  that  of  last  year. 
There  are  6,300  members  and  or  dependents  over  the  age  of  65, 
eligible  for  federal  Medicare  and  the  past  year  has  seen  many  changes 
in  coverage,  rules  and  regulations  and  payment  of  claims  with 
'Medicare'  in  operation.   Many  more  hours  of  reviewing  'co-ordina- 
tion of  benefits'  with  'Medidare  and  other  types  of  insurance  has 
increased  the  work  load  of  the  staff  in  the  Medical  Division. 

The  Health  Service  System  is  not  presently  involved  in  capital 
programs . 

The  goal  for  the  future  is  (l)  handling  our  own  major  medical 
program  (2)  iniating  a  dental  program  (3)  other  improvements  in 
medical  coverage.   This  cannot  be  accomplished  without  additional 
help  and  equipment.  Plans  must  be  made  and  approved  prior  to  budget 
time  by  the  Mayor  and  Board  of  Supervisors  or  a  program  cannot  be 
a +:-i;  emoted.  5-5 
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The  Health  Service  System  was  established  in  March  1937  by  Charter  Amendment 
and  has  been  in  full  operation  since  October  1938.  The  constitutionality 
and  legality  of  compulsory  membership  has  been  established  in  the  courts. 
Throughout  the  years  there  has  been  a  consistent  pattern  of  progressive  change 
in  the  System  with  many  improvements  in  benefits  for  members  and  their  dep- 
endents and  the  necessary  changes  in  contribution  rates  to  meet  the  increasing 
costs  of  medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for  its 
members  by  doctors,  laboratories  and  hospitals.   Commencing  in  19^+7  three 
additional  plans  for  medical  care  were  added:   Plan  II,  Kaiser  Foundation 
Health  Plan:  Plan  III  Ray  E.  Harris,  Administrator  of  the  Plan:  who  subse- 
quently died  in  196^  and  the  members  of  that  plan  were  afforded  the  opportun- 
ity of  transfering  to  any  of  the  existing  plans  of  the  System.  The  third  plan 
to  be  added  in  19^7  was  the  Bay  Medical  Group,  known  as  Plan  IV.  These  added 
medical  plans  rounded  out  a  well  diversified  medical  coverage  along  with  our 
own  Plan  I,  known  as  the  City  Plan. 

July  1,  1969  California  Physicians  Service  was  added  and  referred  to  as  Plan 
III.  The  service  rendered  by  this  plan  was  superior  during  the  fiscal  year 
ending  June  1970.  The  plan  ran  smoothly  until  February  of  1971  when  the 
administrators  of  that  plan  asked  the  Board  to  increase  rates  by  56/6  effective 
March  1,1971.  This  of  course,  being  impossible  under  the  contract  between 
the  city  and  the  California  Physicians  Service,  was  the  beginning  of  plans 
by  the  Board  to  seek  a  replacement  for  the  plan.  The  Board  officially  notified 
the  heads  of  the  California  Physicians  Service  that  effective  June  30,1971 
the  contract  would  be  terminated  and  not  up  for  renewal. 

The  contract  with  the  Equitable  Life  Assurance  Society,  the  Major  Medical 
carrier  for  the  city  plan  number  I  was  up  for  renewal  for  the  ensuing  fiscal 
year  and  the  rates  for  renewal  quoted  by  their  New  York  office  was  for  an 
increase  of  353>«  Again  the  Board  and  its  actuary  felt  this  was  not  justified 
and  sought  a  replacement  for  the  carrier.  This  being  accomplished,  the  Board 
officially  notified  the  Equitable  Life  Assurance  Society  that  the  contract 
would  be  terminated  as  of  June  30, 1971* 

Charter  Amendment  proposition  'K'  was  approved  by  the  voters  on  November  5» 
1957  and  ratified  on  February  5 » 1958.  This  charter  amendment  places  changes 
in  the  System  and  they  were  the  outgrowth  of  the  efforts  of  the  Committee  to 
improve  the  System  and  in  1956  a  Committee  was  appointed  by  His  Honor,  the 
Mayor,  to  investigate  the  Health  Service  System.  The  Committee,  the  members, 
the  employee  organizations  dedicated  themselves  to  provide  the  active  and 
retired  employees  of  the  City  and  County  of  San  Francisco  and  their  dependents 
with  a  comprehensive  as  well  as  sound  plan  for  medical  and  hospital  benefits. 
These  benefits  provided  them  with  protection  against  emergencies  and  other 
exigencies  which  can  befall  anyone  at  any  time  due  to  illness  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  provisions  immed- 
iately directed  its  attention  to  policy  matters  dealing  with  the  re-organization 
of  the  System  and  with  the  benefits  of  the  various  plans  and  their  rate  structures. 

Again  in  November  196^,  proposition  *F*  was  submitted  to  the  people  and  was 
■passed  by  a  substantial  vote.  This  proposition  provided  for  the  City  and 
County  of  San  Francisco  to  absorb  the  administrative  expenses  of  the  Health 
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Service  System  which  was  formerly  paid  by  employees  and  their  dependents.  An 
additional  cost  of  coverage  of  retired  employees  was  also  defrayed  by  tne  City 
in  the  passage  of  proposition  'F*  .  This  feature  is  unique  in  health  coverage, 
whereby  the  retired  member  pays  the  same  amount  as  the  active  member,  who  is 
still  working,  although  his  costs  are  actuarially  computed  at  three  or  four 
times  as  much. 

The  Health  Service  Board  was  requested  early  in  December  1968  to  consider  the 
inclusion  of  California  Physicians  Service  as  a  plan  and  had  several  hundred 
employees  sign  such  a  petition  as  provided  in  the  rules  and  regulations.  The 
remarks  concerning  the  addition  of  this  plan  are  outlined  in  paragraph  (3)  of 
page  (1)  of  this  report* 

■THE  HEALTH  SERVICE  BOARD 

The  present  Health  Service  Board  is  composed  of  the  following:  Mr.  Patrick 
M.  Breen,  employee  member,  Recreation-Park  Department::  Mr.  Thomas  A.  Toomey, 
Deputy  City  Attorney,  representing  the  City  Attorney,  Thomas  M.  O'Connor: 
Abraham  Bernstein,  M.D.,  a  practicing  physician,  appointed  by  his  Honor,  the 
Mayor:  Mrs.  Dorothy  von  Beroldingen,  Chairman  of  the  Finance  Committee  of  the 
Board  of  Supervisors:  Mr.  Daniel  A.  Mc  Donagh,  employee  member,  representing 
the  Controller's  office:  Mr.  Harry  Paretchan,  employee  member,  representing 
the  Fire  Department  and  Mr.  Robert  E.  Hassing,  an  insurance  executive,  an 
appointee  of  His  Honor,  the  Mayor.  Mr.  Patrick  M.  Breen  is  serving  as  Pres- 
ident of  the  Board,  and  at  this  writing  is  serving  his  second  term  as  Pres- 
ident . 

REORGANIZATION 

The  Health  Service  Board  continues  the  survey  started  by  means  of  a  committee 
structure  to  improve  the  coverage.  The  various  committees  of  the  Board  meet 
at  the  call  of  the  chair,  and  report  back  to  the  full  Board  at  the  regular 
meetings  or  special  Board  meetings  as  called.  The  financial  reports  are 
audited  daily  by  the  Controller's  staff  and  through  the  media  of  the  Data 
Processing  Center  each  transaction  must  be  approved  and  cleared  through 
comprehensive  programming.  Revised  tables  of  organization  have  been  approved 
and  show  the  position  of  the  System  and  the  increases  needed  to  operate  with 
the  added  responsibility  of  administering  the  Federal  Medicare  supplementation 
afforeded  to  the  city's  retired  members  and  their  families  eligible  for  the 
Federal  'Medicare'  program. 

The  System  is  continuously  making  progress  under  the  new  regime  and  has  been 
paying  its  medical  bills  on  a  weekly  basis  since  early  in  i960  without  a 
single  weekly  delay.  Our  Medical  Advisor,  Dr.  James  T.  Fitzgerald,  has  been 
diligently  reviewing  the  medical  claims  and  the  Board  is  well  pleased  with 
Dr.  Fitzgerald's  appointment.  The  volume  of  claims  has  considerably  increased 
in  the  past  year  both  as  to  the  number  of  claims  and  the  dollar  amount.  There 
are  in  excess  of  a  thousand  warrants  mailed  each  week,  and  the  filing  situation 
in  the  offices  are  becoming  quite  cumbersome.  Each  medical  processor  is 
responsible  for  the  processing  of  claims  assigned  by  the  Claims  Supervisor 
and  the  filing  is  accomplished  by  means  of  temporary  help  or  by  the  use  of 
overtime  funds  or  both.  Filing  in  the  past  has  been  augmented  by  the  use  of 
Youth  Program  youngsters  and  the  System  has  been  most  fortunate  to  have  sev- 
eral capable  and  Ykil ling  workers.   In  the  past  year  however,  no  program  has 
been  available  and  filing  has  bogged  down  somewhat. 
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MEMBERSHIP  DIVISION 

There  nas  been  a  complete  reorganization  of  the  Membership  Division  necessitates 
by  promotions  and  due  to  other  employees  leaving  city  service.  The  Data  Process- 
ing Center  has  helped  to  streamline  certain  membership  functions  and  each  year 
new  inovations  are  put  into  practice.  A  weekly  screening  committee  meeting  is 
held  with  the  personnel  of  the  Center  and  recommendations  come  out  of  that 
Committee  to  make  it  a  successful  operation  as  pertains  to  the  Health  Service 
System. 

The  Executive  Director,  Head  Accountant  and  all  of  the  staff  of  the  Membership 
Division  have  been  subjected  to  courses  and  indoctrination  in  the  work  of  the 
Data  Processing  Center  and  are  now  acquainted  with  the  codings  and  special 
work  performed  in  that  unit  and  the  records  of  the  System  have  been  integrated 
with  records  and  programs  of  the  Data  Center. 

RULES  AND  REGULATIONS 


The  Health  Service  Board  through  its  Rules  and  Regulations  Committee  has 
completely  re-written  the  Rules  and  Regulations  for  the  System.  Copies  have 
been  sent  to  the  Mayor's  Office,  Board  of  Supervisors  and  distributed  to  all 
departments.   In  addition  thereto,  excerpts  from  the  Rules  and  Regulations, 
were  printed  on  a  handy  wallet  si^ed  card  and  a  sscond  printing  of  40,000 
has  just  been  distributed. 

The  open  season,  May  of  each  year,  considered  for  sign-up,  exemptions,  changes 
and  additions  has  been  made  more  flexible.  Members  enrolled  in  the  California 
Physicians  Service  were  not  required  to  come  in  to  the  office  to  make  changes 
if  they  transferred  into  the  Blue  Cross  Hospital  program,  which  supplanted 
the  CPS  program  in  July  1971.  This  meant  some  6,000  members  were  not  required 
to  come  into  the  office  unless  a  change  was  to  be  made  into  another  plan. 

Exemptions  are  handled  in  a  more  realistic  manner  and  now  are  declared  perman- 
ent until  the  member  decides  to  lift  the  exemption  in  May  to  go  into  a  plan 
of  the  System.  Certain  exceptions  are  made  also  for  those  out  of  the  county 
or  otti  of  the  United  States  and  returning  the  a  plan  of  their  choice  when 
returning.  This  takes  care  of  teachers  on  leave  as  well  as  retired  members 
who  are  unable  to  use  the  Federal  'Medicare'  program  out  of  the  continental 
limits  of  the  United  States. 

CLAIMS  DIVISION 

There  exists  a  very  close  control  in  the  claims  division  which  has  been  proven 
beneficial  in  the  processing  and  payment  of  medical  claims.  The  medical  per- 
sonnel are  shifted  about  in  the  division  and  this  proves  ideal  from  an  account- 
ing stand-point.  They  dont  become  too  familiar  with  certain  membership  files, 
and  this  procedure  was  inaugurated  early  in  the  preceding  year,  preparatory  to 
the  audit  made  by  an  outside  Certified  Public  Accounting  firm.  This  must  have 
proved  most  satisfactory  for  in  the  past  year  funds  have  not  been  made  avail- 
able for  audits  by  an  outside  source.  The  Equitable  Life  Assurance  Society 
has  had  its  auditors  in  the  System's  offices  on  several  occasions  to  audit 
the  records  to  ascertain  whether  payments  are  being  made  according  to  the 
contracts  and  that  the  employees  and  their  dependents  are  bonafide. 
The  System's  Director  works  very  closely  with  the  California  Medical  Society 
and  the  San  Francisco  Medical  Society  and  the  mutual  understanding  of 
the  System's  problems  and  that  of  the  doctor  has  been  satisfactorily  worked 
out  as  to  usage,  over-usage  and  current  fee  structures. 
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Payments  for  major  medical  or  catastrophic  claims  under  city  Plan  I  are  most 
substantial  and  more  members  and  their  dependents  have  written  to  the  Boara 
and  staff  expressing  their  thanks  for  the  prompt  payment,  and  consideration 
when  they  are  desperately  needed.  The  members  continue  to  thank  the  Board 
for  its  foresigntedness  in  obtaining  and  giving  to  the  employees  this  major 
medical  coverage.   The  claims  continue  higher  each  year  both  as  to  the  dollar 
amount  per  claims  and  the  number  of  individuals  who  find  it  necessary  to  file 
for  catastrophic  insurance.   As  mentioned  in  paragraph  (3)  Page  (l)  of  this 
report  the  Equitable  Life  Assurance  Society's  contract  was  terminated  on 
June  3° ,1971,  such  coverage  now  being  handled  by  the  Phoeaix  Mutual  Life 
Insurance  Company  of  Hartford,  Connecicut.  The  corridor  has  been  reduced  from 
$100  (deductible)  to  that  of  $75.00  and  the  coverage  is  now  up  to  $50,000, 
the  increase  from  last  years  $*40,000.  With  the  new  carrier  in  July  1971f  it 
means  all  members  are  entitled  to  a  brand  new  $50,000.  Payments  recorded 
in  the  past  ten  years  under  Equitable  Life  Assurance  Society  are  disregarded 
in  the  new  lifetime  coverage. "Early  in  the  forraitive  years  the  major  medical 
coverage  was  $10,000  and  then  $20,000  with  a  restriction  on  the  increase  to 
$2,500  per  year  and  now  it  becomes  $50,000  with  now  strings  attached. 

PUBLIC  HEARINGS 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  January 
1971.  Members,  organizations,  and  interested  members  and  visitors  were 
present  to  offer  comments,  suggestions,  complaints  and  criticisms  at  the 
public  hearing  held  in  the  Supervisor's  Committee  meeting  room.  Represent- 
atives from  the  alternate  plans,  namely,  Kaiser  Health  Plan,  Bay  Medical 
Group,  California  Physicians  Service,  Blue  Cross  Hospital  Plan,  Equitable 
Life  Assurance  Society  and  Phoenix  Mutual  Life  Insurance  Company  were 
in  attendance  at  the  meeting  to  review  the  past  years  experience  and  to 
preview  the  coverage  and  rate6  for  the  ensuing  year.  They  were  introduced 
and  made  available  for  questions  by  the  Board  and  by  any  'person  in  attend- 
ance at  this  public  hearing.  The  President  of  the  Board,  Patrick  M.  Breen, 
reviewed  the  year  in  operation  and  the  System's  independent  actuary,  Juan 
B.  Rael,  Jr  commented  on  the  rates,  coverage  and  operation  of  the  System 
in  the  year  past.  The  meeting  was  adjourned  early  as  those  in  attendance 
seemed  to  be  satisfied  with  the  operation  of  the  System. 

The  Executive  Director  was  called  upon  to  answer  general  questions  and  more 
detailed  questions  were  referred  to  him  for  answering,  which  could  be 
accomplished  at  the  System's  office  during  office  hours. 

The  employee  organizations  thanked  the  Board  for  the  efficient  operation  of 
the  staff  of  the  System  and  the  Board  for  considering  many  of  the  improve- 
ments recommended.  The  main  discussion  was  to  keep  the  costs  of  medical 
coverage  down  for  the  employee  paid  for  most  of  the  medical  coverage,  the 
city  putting  in  only  30$  of  the  cost  for  the  employee  and  none  for  the 
dependents.   With  the  new  benefits  recomin ended,  which  would  be  reviewed  by 
the  Board  and  the  actuary,  costs  were  bound  to  increase.  Alternate  plans, 
such  as  Kaiser,  etc,  had  notified  the  Board  there  would  be  a  premium  increase 
for  the  new  year. 

ACTUARIAL  STUDY 

The  actuarial  study  made  by  our  independent  actuary,  Juan  B.Rael,  Jr.  wap 
reviewed  by  ;he  Board  prior  to  its  adoption  and  the  Board's  recommendatior 
"  r  payment  of  fees.  The  actuarial  report  for  tne  year  19701971  was  sent 
jour    .oner,  as  weil  as  to  the  Boarc  of  Supervisors 

SUGGESTION 
The  Health  Service  Board  has  longed  considered  the  possibility  of  taking  over 


the  Major  Medical  program  either  in  part  or  en  toto.   The  rates  for 
this  coverage  have  increased  each  year  and  the  Board  feels  that  the 
System  can  do  a  most  satisfactory  job  in  handling  all  phases  of  medical 
coverage,  but  will  need  to  add  at  least  four  individuals  to  the  staff. 
There  will  be  a  decided  savings  to  the  System  in  retention  monies  and 
will  also  reflect  a  savings  in  city  funds.  The  retention  and  costs  of 
operating  the  major  medical  coverage  under  an  insurance  carrier  amounts 
to  $75,000  annually.   The  hiring  of  four  employees  plus  necessary  equip- 
ment would  amount  to  $30,000  initially  and  savings  which  could  help  to 
reduce  members  costs. 

The  Board  and  its  Executive  Director  have  met  with  your  Honor  and  it  was 
felt  that  for  the  current  fiscal  year  this  was  not  feasible  but  would  be 
looked  upon  next  year  for  possible  inclusion  in  the  System's  budget. 
The  Board  is  also  contemplating  a  dental  program  and  could  handle  the 
dental  claims  as  an  independent  plan  or  adjust  the  major  medical  out 
put  to  include  both  dental  and  medical  bills.  In  event  the  dental  prog- 
ram is  added  this  would  require  two  employees  to  handle  the  increased 
work  load. 

A  much  better  communication  is  needed  between  city  departments  and  this 
has  been  a  sore  spot  for  years.  A  central  office  for  mailing  ,  for 
publishing  and  distributing  memorandums,  changes  of  addressed  on  employees, 
would  greatly  help  out  not  only  the  System  but  would  eliminate  the  'bottle- 
neck' that  now  exists  in  all  departments  of  city  government. 

STATISTICS 

The  Health  Service  System  has  done  well  to  live  within  its  budget.  The 
estimated  revenues  were  exceeded  by  actual  revenues  in  the  amount  of 
$50,000.  This  meant  that  the  increased  rates  of  contributions,  plus 
the  addition  of  new  employees  not  determined  at  budget  preparation  time 
brought  in  more  revenues  than  provided  for  in  the  estimated  budget.  Claims 
to  be  paid  and  paid  were  consequently  under  estimated,  as  the  excess 
actual  revenue  over  that  estimated  was  needed  to  pay  medical  claims  for 
members  and  dependents.  The  System  must  maintain  a  reserve  for  its 
insurance  as  the  System's  actuary  suggests  to  the  Board  that  at  least 
five  months  reserve  is  needed.  The  System  is  unique  in  that  it  will 
honor  medical  claims  up  feo  a  year  from  date  of  medical  service,  while 
most  insurance  carriers  limit  payments  to  six  months  or  even  a  lesser 
time. 

CONCLUSION 

Payments  for  the  year  1970-1971  for  medical  claims  approximated  over 
$9,000,000  (  nine  million  dollars).  City  plan  number  1  accounted  for 
$2, 500,00C  in  basic  benefits  and  $1,000,000  in  major  medical  premiums. 
Kaiser  Health  Plan  was  paid  $3,900,000:  California  Physicians  Service 
$1.5  million  dollars  and  Bay  Medical  Group,  the  smallest  of  the  plans 
was  paid  $160,000.  Plan  I  base  benefits  increased  $400,000  and  Major 
Medical  out  go  was  increased  by  $100,000  in  premiums.  Kaiser  premiums 
increase  one-half  million  dollars  and  California  Physicians  Service 
premiums  increased  the  same  amount  (l.5)«Bay  Medical  Group  being  the 
smallest  increased  approximately  $20,000  for  the  year. 
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The  plans  made  available  to  members  and  their  families  provides  the  active 
and  retired  with  a  wide  choice  of  benefits  within  the  financial  means  of  the 
members  of  the  System.  Great  strides  have  been  made  in  the  programming  of 
benefits  for  retired  members  in  'Medicare'  and  the  Board  is  continuously 
reviewing  legislation  to  further  aid  these  retirees  who  gave  dedicated  years 
to  city  government. 

There  is  at  present  some  66,000  members  and  dependents,  an  increase  of  2,500 
over  last  year.  There  are  8,000  retirees,  many  of  whom  are  over  the  age  of 
65  and  eligible  for  Federal  'Medicare'  and  the  past  year  has  seen  many 
changes  in  coverage,  rules,  regulations,  and  payment  of  claims  with  the 
Federal  'Medicare'  program  in  operation. 

Many  hours  of  reviewing  are  necwssary  due  to  the  'dual  insurance  concept' 
wherein  the  Technicality  exists  as  to  who  is  the  prime  carrier,  secondary 
carrier  and  how  do  the  bills  get  paid.   It  is  the  idea  of  dual  insurance 
that  most  of  the  bill  be  paid,  either  by  one  insurance  company  or  the  other 
as  premiums  are  being  paid  for  more  than  ones  policy  which  should  be  honored. 

The  Health  Service  System  is  not  presently  involved  in  Capital  programs. 

The  goal  of  the  Health  Service  Board  is: 

(1)  Handing  our  own  major  medical  program 

(2)  Initiating  a  dental  program  for  employees  and  dependents. 

(3)  Improvements  in  medical  coverage. 

(k)   Contracting  with  the  San  Francisco  Medical  Society  to  set  guide 
lines  in  this  area  for  doctor's  fees,  hospital  costs  and  to 
regulate  the  increased  costs  of  medical  care. 

These  goals  cannot  be  accomplished  with  additional  personnel  and  in  the  case 
of  dealing  with  the  San  Francisco  County  Medical  Assocation,  a  contract  which 
would  cost  approxiately  $70,000  per  year  but  should  in  the  long  run  reduce 
the  costs  of  medical  care  well  beyond  that  figure. 

Plans  are  again  being  made  to  submit  such  facts  and  figures  to  your  Honor 
in  the  new  budget  for  consideration  and  to  meet  with  the  Finance  Committee 
of  the  Board  of  Supervisors  to  apprise  them  once  again  of  these  pertinent 
facts,  which  were  discussed  early  this  year. 
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